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July 22 

) The iadex of iodwtri.! .rodnetio. 
registered a growth of 13.4 per cent dur- 

• mg the first two months of the current 
financial year (April-May) over the cor¬ 
responding period last year. 

Polish dodrers and airline persoonel 
have called off strikes planned for later 
this week. 

India and Ghana have agreed to grant 

• the Most-Favoured Nation (MFN) treat¬ 
ment to each other’s trade and merchant 
vessels. 

July 23 

The Home Ministry has forwarded to 
the State Oovemments a 10-point plan 
of astion to prevent outbreak of com- 

] mnpgl riots. 

The Congress Patty led by Mrs Indira 
Qandbi recognised by the Election Com- 
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mission as the "rear* Indian National 
Congress. The party led by Devaraj 
Urs has been derecognised. 

The Government has decided to raise 
the retention price of cement by Rs 34.74 
per tonne and consumer price by Rs 81.91 
per tonne with immediate effect. 

July 24 

Israel has agreed to a cease fire in the 
conflict with Palestinian guerrillas in 
Lebanon. 

The Centre has agreed to the Maha¬ 
rashtra Government's request to let it 
continue the cotton monopoly purchase 
scheme. 

July 2S 

The US dollar has become costlier by 
10 paise. The revised sates for one dollar 
are: Buying Rs 8.60 and selling Rs 9 
giving a middle rate of Rs 8.80. 


July 26 

Thousands of people witnessed the 
‘wedding of the century’ dress rehearsal 
in London, with full military and police 
trimmings. 

The Government announced the guide* 
lines for supply of steel to exporters at 
international prices. 

The President, Mr N. Sanjiva Reddy, 
issued an Ordinance to stipulate that no 
newspaper establishment shall dismiss, 
discharge or reticnch any newspaper 
employee on account of the additional 
wage buideii cast on it by the Govern¬ 
ment’s decision on the Palckar Award. 

1'lie Government raised the effec* '' 
live rale of customs duty on vegetable 
oils imported by private traders to > 
150 per cent ad valoerm in a bid to mop 
up the excessive profits being reaped by | 
them. f 

July 27 ** 

Prime Minister Moluimmed Ah Rajai] 
swept to a record landslide victory id 
Iran’s presidential election as near-coin-^,^ 
pi etc returns were announced. 

Disturbances broke out again iR 
Liverpool injuring three people, one'fef 
them seriously. 

A three-member Central study 
arrived at Jaipur to survey the damage 
caused by the recent floods in RaJastKi^Q- 

The Government has aurmed itself witih 
comprehensive powers through a Presif^ ^ 
dcntial Ordinance, to ban strikes in a \ 
wide range of services and industries 
defined as essential. 

July 28 

The Union Cabinet decided to reject 
the icport of the Maruti commission. 

The Union (’abinet has decided to 
levy a ccss on manufactured bidis at 
the rate not less than 10 paise and not 
moie than 50 paise per thousand rolled 
bidis. 

The import of vegetable fats has been 
canalised through the State I'rading Cor¬ 
poration. 

India and Argentina signed the first 
trade agreement providing for most 
favourable bilateral conditions for im¬ 
port and export of commodities. 
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Can Ordinances End Strikes ? 


nlw ordinance banning strikes in essential industries has 
^ften greeted with predictable howls ol outrage from the trade 
*Jnions and barely suppressed jubilation by business. Neither 
sentiment is really warranted. History shows, not only in India 
^t all over the world, that strikes cannot be made to vanish 
^y legislation- Poland is the ultimate example. Draconian Icgi- 
(rilation does mean that the Government can bare its teeth and 
r frighten workers and tiade union bosses into submission. But 
it simply will not woik if trade unions with genuine grievances 
decide to make an issue of it. 

An Fsscntial Sci vices Act is not a new concept. Such an Act 
existed cailici too in 1%8 before lapsing in P)7I. But nothing 
revolutionary was wiought by that Act, Any number of sliikes 
took place. 

h IS interesting that the very day the new ordinance was 
issued, Union Bank employees nevertheless went on strike. What 
will the Goveinment do in such circumstances ? In theory it 
can prosecute all the employees and get them convicted. But this 
would cicatc a maioi crisis for the Union Bank, which will lose 
Its entire woik-forcc lor si\ months in Oiissa. So the bank will 
inevitably plead with the GovLrnnicnt not to take action against 
all the employees. It ma) wish action to betaken against a few 
ringlcadcis. hut will such action stand up to legal sciutiny ? If 
^ 20^) people go on strike and only five are prosecuted, thoSe 
gentlemen could argue considerable force that they arc 
being discriminated t^inst and the prosecution is mala Ijde. 


The courts may well uphold this plea, scuttling the legislation 
altogether. 

Our labour laws are so complicated that, as Mr Bagaran ^ 
Tuipule has remarked, it is exceedingly difficult for workers t* 
really hold a legal strike. The vast majority of strikes 
illegal. Trade unions may claim that there is a difference bef ^ 
ween banning strikes and declaring them illegal, but this is me. 
quibbling. Under the Industrial Disputes Act, there is a pr 
cedure laid down for a legal strike, and if these procedures i ' 
not followed and conciliation breaks down, a strike may be 
dared illegal. Under the new ordinance, a strike will be ill^ 
from the very start. Does this really change the issue ? ^ 

The crux of the matter really is not the new law but h* ' 
it is implemented. If only the existing labour laws, or for tH 
matter all other laws, were seriously implemented, the counn 
would go through a veritable revolution. The unfolding tragai 
of recent years has been the steady divorce between cvcr-gro\^'‘ 
ing legislation and actual implementation. Some trade unio' 
are speculating that the new ordinance is intended to create / 
atmosphere in which legitimate trade union activity is difficu^ ^ 
The truth is there is not much legitimate trade union activii ^ 
even today. A new brand of union leaders has arisen who 
not hesitate to use violence to muscle in on new industries# an 
iuter-union rivalry has become the bane of Bombay, Madrat 
and other industrial centres. It is doubtful if J&aoy strikes have 
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the backing of a majority of workers, and those who wish to 
work are forcibly prevented from doing so. 

If the Government is serious about implementation, it could 
the ordinance against outside elements whose only interest 
^*1 trade unionism is to grab power. This would involve a long 
attle, not only in the courts but in factories, and it will take a 
lot of political will to carry such a course through to its conclu¬ 
sion. In practice, the danger is the law may be used only against 
unions affiliated to Oppositon parties. In that case the law will 
become a cause of further inter-union rivalry rather than a 
solution to it. 

Our existing labour legislation is a mess. It is very difficult 
to dismiss an employee no matter how incompetent or insub¬ 
ordinate he is. 1 he law encourages restrictive practices on the 


part of labour, and creates an air of confrontation between 
labour and management instead of weaving the two into har¬ 
mony. There is an urgent need to disband restrictive practices, 
encourage productivity at all levels and get labour interested in 
managerial efficiency and technological improvement. The new 
ordinance, by creating an atmosphere of confrontation, can 
never bring this about. It may cow some irresponsible trade 
unionists, but there is not the slightest chance that it will rcnJly 
end strikes, or labour trouble, or the gross inefficiency which 
characterises labour in India. The Union Bank strike is evi¬ 
dence of the mood of labour. And Draconian action could well 
prove counter-productive. A lot needs to be done to reform 
industrial relations, but a ban on strikes cannot be the starling 
point of such an endeavour. 


Sweeter Sugar 


Thi Drc'LiNi of nearly Rs 100 per quintal (approximately 
15 per cent) in the price offrec-scale sugar in the recent weeks, 
despite the facts that the main festival season starts next month 
and the output during the current crushing season will not ex¬ 
ceed 51 lakh tonnes, has provided some relief to consumers 
Tt was generally felt that unless production this year signifi- 
antly exceeded 52 lakh tonnes (for which purpose the industry 
was provided incentives for early crushing and a temporary 
ban was imposed on the manufacture of khandsari in November 
and December last), the situation might become critical during 
he festival season, leading to a spurt in open market prices. It 
ow appears that these forebodings will prove wrong. 

What has brought about this dramatic change in the situa- 
on ? The recently contracted 214,000 tonnes of imports 
nd the release of only 60,000 tonnes for export (against 2.2 
‘kh tonnes originally committed) are responsible for this, 
lis has improved the availability for domestic consumption 
d carry-over stock for the next year by 3.74 lakh tonnes, by 
i large offsetting the shortfall in production from the desired 
d of 54/55 lakh tonnes. The availability of both khandsan 
1 jaggery has been easy at prices considerably lower than 
ing the last year, suggestive of larger production than assess- 
at the beginning of the season. A more important factor, 
•wever, is the development of consumer resistence to high 
)en market prices, which is reflected in the slackening of the 
ftake of free-sale sugar in the past several weeks. The industry 
ames liberal levy sugar releases for this phencmenon. But this 
>es not ap ear to be the case. No doubt, the releases of 
/y sugar have been slightly more liberal than in last year, but 
^en population too has grown. Possibly^, the trade also has 
I leased the stocks hoarded in anticipation of shortages devc- 
iping in the off-season. 

Ihe scarcity psychosis seems to have disappeared due to the 
.tock position at the end of June and the contracted imports. 
The stocks with mills on June 30 aggregated to 20.95 lakh 


tonnes, compared to 15 74 lakh tonnes a year earlier. Imports 
at 2.14 lakh tonnes this year will be higher than the 180,000 
tonnes last year by 34,000 tonnes, raising the availability for 
domestic c msumption during the three remaining months of 
the sugar year and carry-forward for the next year to around 
21.5 lakh tonnes (some output during the cunent crushing sea¬ 
son IS to be there after June) This will be sullicient for meeting 
the consumption during the three months to Septcmber*end 
and enabling aboul 600,000 tonnes to be earned forward to the 
next year. 

While the overall supply position, thus, should remain satis¬ 
factory till the next crushing season starts, which on current 
reckoning will yield a bumper yield around 65 lakh tonnes of 
sugar, a difficult situation that would have developed m regard 
to levy sugar has been averted throug a timely action. Of the 
20.95 lakh tonnes slock with mills on June 30, the levy sugar 
stock was just around 11.5 lakh tonnes, which would be practi¬ 
cally exhausted by the normal icleascs upto September-end at 
the rate of 271,000 tonnes per month and the extra releases to 
be made foi catering for the festival demands. Thanks to the 
industry agiecmg to lend the requisite quantity to the Govern¬ 
ment out of free sale sugar, the normal release of levy sugar 
for the first month of the next sugar jear has been ensured. The 
loaned quantity will be reimbursed to the industry out of levy 
sugar share in the next year’s production Had the industry 
not obliged, the imported sugar could have been used for the 
ab we purpose- But that would have entailed a sl/eable Joss 
to the Government. 

This year’s cane crop is expected lo be a bumpei one. The 
industry should not be made to pay polilically-niotivated prices 
for canc in the interest of providing legitimate relief to con¬ 
sumer. The minimum canc prices to be ensured to growers 
will obviously allow for escalation in costs. They need not be 
tampered with on political considerations. The consumer in¬ 
disputably has been the worst hit in petiods of sugar shortage. 
He needs a respite. 
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Dry ^boafbfe 


T ie Chiei* Election Commissioner, Mr 
S.L. Shakdher, has decreed that 
the CoDgress(l) is the real Congress. 
What is real in the unreal world of 
politics is never easy to say. Just over 
a year ago, the real Congress was one 
where Youth Congress stalwarts like 
i Kamal Nath and Jagdish Tytler ruled the 
roost. Now they have been consigned 
to the dungheap, and a new bunch of 
cocks arc crowing in 1, Akbar Road. 
Thus docs reality change. 

Jawahailal Nehiu would have been 
outraged by the very suggestion that the 
real Indian National Cangress could be a 
party ruled in turn by a Rolls Royce 
apprentice and an Indian Airlines pilot, 
neither of whom held any official posi¬ 
tion in cither the party or Government. 
But this proves little more than that 
Jawaharlal Nehru would have absolutely 
no place in the Congress(r) were he alive 
today. He was a man who spent his 
life building up independent institutions, 
not destroying them. Far from seeking 
absolute power he bent backwards to 
develop Opposition parties. He had 
little patience with those who favoured a 
personality cult. It is impossible to 
imagine him christening his party after 
himself, as his daughter has done. 

And yet Mr Shakdher has decreed 
that the two are the same. It would 
appear that he has gone by a yardstick 
very popular among defection-prone 
politicians, that power is the only reality 
and hence the real Congress is the one 
in '.power. Of course, he is far too so¬ 
phisticated to admit to' such a crude 
procedure. Instead he has chosen a more 
respectable route to arrive at the same 
k end. He has based his judgement 
* entirely on affidavits submitted by 
members of the rival Congresses. 

If indeed the question were to be 
decided so simply, one would like to 
Ifoom why it should have taken three and 


a half years. Three weeks would have 
been enough to get all the relevant affida¬ 
vits after the spill on January 2, 1978. 
And affidavits at that time would un¬ 
questionably have shown Mrs Gandhi 
to be in a minoiity. A straightforward 
look at the MPs registered as members 
of the Congress! I) in the Parliament 
session of February 1978 would prove 
conclusively that Mrs Gandhi was in a 
minority in boih the Lok Sabha and 
Rajya Sabha. But Mr Shakdher has 
chosen a proceduie which ensures that 
defections that look place long after the 
split arc given due weightdge He has 
taken his time about receiving affidavits 
from floor-crosscrs, and has declined to 
investigate whethci these defectors are 
telling the truth about their ical affilia¬ 
tion in January 1978. He would like us 
to believe that defectors arc honourable 
men who cannot lie, rather than the 
rapacious scoundrels that they usually 
arc. 

‘Dower is indeed a reality, but it is not 
the only reality. The voters of India 
are uninterested m the real Congress, they 
are only interested in the real Indira 
Gandhi. It would not matter a whit 
if she changed her party’s name to 
“The Sanjay Automobile” or “The Rajiv 
Aeroplane”. Voters would still vote for 
her in droves. Those feeble minds who 
once thought that the traditional pair 
of Congress bullocks had some kind 
of hold on voters have proved totally 
wrong. Mrs Gandhi switched from the 
pair of bullocks to the cow and the calf, 
and then to the hand, and with every 
change in her election symbol she won 
more votes than ever. She was quick to 
realise that people were voting for her 
rather than for a party, which is why 
!»he named the party after herself. The 
next logical step would be change her 
party symbol to her own portrait. Will 
Mr Shakdher approve the change ? 


Many people regard the Chief Election 
Commissioner as an Indira Gandhi 
loyalist. But he has proved by his coura*^ 
gcous action in ordering a rc-poll in 
Garhwal that, whatever his personal 
proclivities, he is capable of .sternly 
independent action. This has done a 
great deal of good to his image. But 
his fascination with electronic voting 
systems have led to Opposition suspi¬ 
cions of his cupidity if not outright 
complicity. 

n the face of it, his proposed system 
will save a great deal of time and 
money. There will be no ballot paper, and 
every voter will simply push a button 
which records his vote. Election lesultS 
will be available within four or five hours. 

So far so good. But while electronics 
will make voting and counting much 
easier, surely it will also make rigging 
much easier. And after Garhwal, Mr 
Shakdher must be fully aware of which 
party is liable to do the most rigging 
(not that others arc far behind). The 
present system of voting is most cumber¬ 
some, but the complications themselves 
make it possible to detect some of the 
cruder forms of stuffing ballot boxes. 
The system of identity cards he has 
suggested also lends itself to massive 
manipulation, and genuine voters may 
find that their place has already been 
taken by people with bogus identity 
cards. 

Let me hasten to add that 1 am all 
foi the introduction of the latest techno¬ 
logy. But the technology must take into 
account oui own formidable technology 
in rigging All kinds of electronics safe- 
guaids will have to be incorporated in 
the machines, and these will have to be 
developed indigenously as not even the 
most nefarious multinational will know 
all the tricks that oui political parties 
are capable of. 

—Swaminatluui S. Aiyar 
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Confessions of A Chief Executive 

Dr 8. M. Patil 


Much has been writien about what ails Indians public sector. More often than 
not, these analyses heve tended to leave the reader with the feeling that all has not 
been said, many of the doubts left unarticulated. The basic causes of the failure 
of managements oj public sector units have seldom been put down boldly although 
there has been much whispering in private. It is therefore refreshing to see Dr S.M. 
Patiha former chief of HAfT tell it as it really was for him and probably is for 
others who are managing public sector units We quote below : 


More of the blame for the public sector's 
problems lies with the Goverument itself: 

One of the main problems of the public 
sector has been that it had been conceiv¬ 
ed at the beginning as a prime provider 
of infrastructures and as such» the profit 
concept was relegated to the second place, 
in fact, public sector in India has been 
allowed to grow in such a way that it 
seemed to inherit a built-in mechanism 
to suffer losses. Socialist planners in¬ 
vented a fanciful description of public 
sector cnteiprises as “infrastructures”. 
When power, electricity, oil and gas, bank¬ 
ing, steel, cement, coal, fertilisers, road¬ 
ways, railways, communications and tele¬ 
phones, by definition went as infrastruc¬ 
tures, how could the public sector under¬ 
takings overnight be changed over to 
profit making units ? It took time to 
change the altitude of employees, ma¬ 
nagers, customers and even public to 
visualise that the public enterprises are 
meant to give the exchequer a reasonable 
return on capital invested. 

I vividly recollect a controversy I had 
with a high official in the Planning Com¬ 
mission during last 1950s. He was argu¬ 
ing that HMT had been set up primarily 
to supply machine tools of the types not 
made in the country and profit was not 
the criteria in providing these machines. 
When I pleaded for a suilablc product 
mix which would generate sufficient pro¬ 
fits and show hclUi- financial results he 
went on to say that “yoiin Managing 
Director's idea of bread and butter lines 
is not for HMT”. The same view was 
expressed even by the private sector in¬ 
dustry who visualised HMT again as one 

“ *1 n lu ‘ Tublic Eiilerpribes Management: Con- 

‘' strami'^ and Aatonoxny” by S. M Pa til and 
' R.S. Nigam. 
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of the sources of infiastructurc for them 
and the product range, pricing policy and 
marketing methods should be geared, they 
thought, to provide machine tools need¬ 
ed by the industry ii respective of whether 
the company made profit or not. Gene¬ 
rally, when the pricing policy applied to 
the public sector cnlcrprises, was bereft 
of elementary commercial motive, viz. 
profitability, it clearly indicated that the 
economic aims behind the development 
of public sector w cre wrongly projected 
under the pretext ol' socialist planning. 
Public Sector Enlcrpiises must be given 
clearly defined taigcls, by which their 
performance can bo judged instead of 
vague exhortatiens to serve the commu¬ 
nity of being a model employer. 

Another important impediment for the 
public enterprise has been the investment 
policies of the Go\ eminent. In spite of 
there being no sullkiont market needs and 
without ensuring that there was adequate 
money available foi maintenance of the 
existing facilities, and rather than ensur¬ 
ing the correct functioning of the existing 
units, expanding cajiacity because of poli¬ 
tical pressure has been one of the funda¬ 
mental shortcomings of the public enter¬ 
prises. In this rcgaid, I am reminded of 
a case which happened when I was the 
HMT's Chief F xccutive. During the 
middle 1960s, U])()n seeking my comments 
as to whether new machine tool units 
were needed to be set up in the public 
sector for the manufacture of many other 
types of machine tools, I recollect having 
written that it would be advisable first to 
fully Utilise the available capacities in the 
country including the unutilised capacity 
of HMT before setting up any new ma¬ 
chine tool units in the public sector. 
Moreover, at that point in time, two* of 
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HMT’s own units viz., HMT IV—Kala- 
msssaryand V—Hyderabad, were under 
construction and it was our main con¬ 
cern then as to how we could utilise the 
new capacities, being created. Later, 
recession in the economy and consequent 
depression in the machine tool demand 
during 1966 to 1970 meant unutilised 
capacity to the extent of 50 per cent not 
only in the public sector units, but also 
in the organised private sector units of 
machine tools, as well. Many of the small 
scale machine tool units disappeared or 
switched on to producing other engineer¬ 
ing items, during this period. But the 
Government of India went ahead with their 
plan and established a few units mainly 
because of political pressure. Ultimately, 
I was appointed as the part-time Chairman 
of this unit which continuously made 
losses since establishment and hence ulti¬ 
mately had to be amalgamated in the 
HMT complex and the unit’s heavy ac¬ 
cumulated loss had to be absorbed 
by HMT. 

Gigantic Size 

A fundamental problem with the public 
sector undertakings in India has been 
their gigantism in size and investments 
without simultaneous and commensurate 
development of competent cadre of ma¬ 
nagerial and technical personnel, and 
skilled labour force. The beginning of 
many public enterprises unlike HMT, has 
been on this pattern. 

With immature managerial personnel, 
many of whom having not had any ade¬ 
quate experience in running industrial 
enterprises, the situation as can be ex¬ 
pected, became critical and some of the 
units had incurred such heavy losses 
that they wiped away their capital invest¬ 
ments during the gestation period. 

* • ♦ 

Dr PatiVs views on the Government 
representatives on the boards of public 
sector units are particularly trenchant. 
He confirms the view that is generally 
held that Joint Secretaries or Deputy 



Secretaries, in their capacity of Govern-^ 
ment representatives tend to throw their 
weight around : 

Dealing with the Boards of public 
sector enterprises, I Intend to discuss two 
main Issues. One is the role of the 
Government Directors on the Board, and 
the second, of the outside appointees, 
including labour representatives. Ap¬ 
pointment of Joint or Deputy Secretaries 
of the Administrative Ministry and of 
the Finance Ministry on the Boards of 
the public sector undertakings has been 
conceived perhaps, as a channel through 
which serivee is to be rendered by the 
Government officials in the efficient 
f running of public enterprises. Normally, 
in the public sector concerns, there arc 
many important policy decisions which 
need the Government’s assistance and 
decisions. It is therefore appropriate 
to have nominees of the Government so 
that they could serve as interface between 
the public sector undertakings and the 
Government and its various Ministries 
to sec that the Chief Executive is given 
all support and assistance by expediting 
Government decisions on important 
policy matters. However, the objective 
of rendering service has been distorted 
in actual practice and has on the cont- 
I rary become a method by which the 
^ Chief Executive of public sector corpora¬ 
tion is being controlled by the Joint 
Secretaries/Deputy Secretaries. Hence, 
the effectiveness and usefulness of these 
officers in management of company’s 
affairs has been somewhat doubtful. 

Practical Problems 

I concede the point that it depends to 
some extent on individuals, their under¬ 
standing and appreciation of the diffi¬ 
culties of the operating executives. One 
however can never be sure of such 
fortunate coincidence and the Chief 
Executives of the public sector units 
have to use their charm, public relations, 
persuasive power and even shrewdness 
to get on with the bureaucrats smoothly 
L and without any hindrance to the good 
^ of the enterprise. This, it is to be 
appreciated, is not always possible. 
One must also understand the difficulties 
of the Government Directors on the 
Board. 


What 1$ good for tlie Company may 
perhaps not be altogether acceptable— 
politically and ideologically—to the 
Government and may not fit into the 
standard framework of rigid guidelines 
which are continuously issued by the 
Bureau of Public Enterprises on every 
facet of administration of public sector 
undertakings. What is even more 
dangerous is that the Minister and the 
Secretary are inclined to agree more 
with the Joint Secretaries on the public 
sector boards than the Chief Executive. 
I suppose this is because of closer asso¬ 
ciation. Furthci, since Ministers and 
Secretaries being busy with multifarious 
work, it is natuial for them to rely upon 
their Joint Secretaries and Deputy 
Secretaries who arc dose to them and 
whose main line of approach is to do 
what the Minisici wants them, irrespec¬ 
tive of whether certain instructions issued 
by them to the public enterprises are in the 
interest of the company or not and to 
be more precise, are acceptable to the 
Chief Executives of the public sector or 
not. 


Bureaucracy on Top 

Since the Chief Executives are away 
from the Ministeis and could only see 
the latter after some difficulty and proper 
appointments, 1 I 1 C 7 have less chance to 
explain matters concerning their opera¬ 
tions to the Minister. Hence the 
Minister is like'v to believe what has 
been reported to him by the Joint 
Secretary on the Board and support 
the latter in m my instances which ulti¬ 
mately makes the position of the Chief 
Executive secondary to that of the 
Joint Secretary wlio with the Minister's 
and Secretary’s support becomes virtually 
the bead of the public enterprise and 
sometimes overrules the Chief Executives. 
The Joint Sccrciaries in effect have 
become the bosses of the public enter¬ 
prise without even a fraction of responsi¬ 
bilities of the Chief Executives. 

1 have further noticed that Joint 
Secretaries on the Board of the public 
enterprises assume the role of the Presi¬ 
dent and the Government and arc not 
prepared to credit the Chief Executives 
with similar privileges. Anything they 
say or argue at the Board Meetings and 


outside, is from the high pedestal of 
being Government representatives and 
hence have the owner’s, that is, the 
President’s privilege. 

The only solution to this pioblem is to 
do 'away with the Joint Secretaries and 
Deputy Secretaries as Government nomi¬ 
nees on public enterprise boards and the 
Chief Executive should be the direct link 
between the Government and the Board, 
representing Government’s broad views 
on policy matters before the Board of 
Directors. If the Minister or the Govern¬ 
ment feels that a particular Chief Exe¬ 
cutive is not upto the mark, it is better 
to replace him by more competent person 
rather than misjudge and mistrust him 
by being ill-informed or even wrongly 
informed. 

♦ 

T/ic Bureau of Public Enterprises was 
set up in 1965 to act us a kind of brain*s 
trust for the public sector. As Dr. Patil 
himself says : 

My views on Bureau of Public Enter¬ 
prise (BPE) arc not very flattering and 
on the contrary, my attitude towards the 
Bureau has been one of indifference all 
along, except for a short period when 
one of the Directors General took a 
different attitude towards the public 
enterprises and tried to assist them as 
much as he could within the Government 
and bureaucratic limitations. 

When the Bureau was set up in 1965 
at the instance of the Estimates Com¬ 
mittee, its functions were supposed to 
be the following : act as the public 
sector’s brain trust; work out measures 
to economise capital costs: initiate steps 
to improve productivity and profitability; 
make performance reviews; and make 
reports to the Parliament and other 
Government agencies. 

By 1969, several more functions had 
been added as follows: maintain panel of 
names for appointment to public sector 
boards; compile and maintain a Data 
Bank on statistical information, systems, 
policies etc., of public enterprises; assist 
the Parliamentary Committee on Public 
Undertakings; evolve norms for service 
etc. in the public sector; maintain expert 
staff on operational research, industrial 
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^fengfoeering, incentives etc. to function as 
ifOOnsultants; examine DPRsfor indivi- 
’;4l>al projects; evolve norms for expendi- 
Lture on buildings, townships, ancillary 
Didlities etc., carry out special studies in 
public organisations wherever weaknesses 
ate noticed and investigate* into pricing 
policy and costs etc. With such wide 
and all pcivasive functions which even 
/ the best of experts in the country and 
abroad could not have statisfactorily 
performed in view of the immense diver¬ 
sity of products and services of the 
hundreds of public enterprises, when the 
Bureau has attempted to [ discharge these 
responsibilities, can one blame the BPE? 
In fact, these functions are of the enter¬ 
prises, their Boards and top manage¬ 
ments. Perhaps it is this factor which 
has earned a bad name for the BPE, 
both from the enterprises and the public. 

Phrases such as identifying areas of 
weaknesses, eyes and ears of Government 
etc., were freely used with icfcrcnce to 
the operations and the scope of the BPE 
causing apprehensions in the minds of 
public sector executives that the Bureau 
was trying to carve for itself a niche in 
the bureaucracy and keep public sector 
undertakings under its control instead of 
trying to a<:sist and guide in a supportive 
role. 

BPE*s Rolo 

In July, 1969 there was a meeting of 
! public sector chiefs with the Prime 
Minister. At this meeting, the public 
sector chiefs suggested that the BPE 
should render assistance to the public 
sector undertakings in carrying out 
liaison functions with the DGTD, CCJ &E 
DOS&D and other Government agencies. 
The Bureau itself came out with a sug¬ 
gestion th.il it could play a very helpful 
role in the I inance Ministry in obtaining 
sanctions for the DPRs, release of funds, 
woiking capital faulitics, counter guaran¬ 
tees, icicase of foicign exchange etc. In 
the area of infoimation and statistics, it 
was felt that the Bureau could stream¬ 
line and unify the data collectton systems 
of all public cntcipnses, maintain a Data 
Bank from which leplies to a large 
proportion of the questions by the 
^Parliament and Government agencies 
S^CQUld be prepared without referring each 
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time, tfMiae questions to the concerned 
units in the public sector. 

As it ultimately turned out, the hopes 
of the public sector chiefs that Bureau 
would effectively take over the liaison and 
the Data Bank functions were not 
realised; on the other hand, the fears 
that the BPE would become entrenched 
in an additional layer of bureaucracy 
were reinforced by subsequent manner 
in which the BPf tried to exercise con¬ 
trolling and evaluating powers over the 
public enterprises. The BPE has slowly 
encroached into ihc autonomy of the 
public sector. Everything that required 
the approval of as many as five Govern¬ 
ment agencies eariicrnow required the 
approval of additional agency, making a 
total of six agencies, further restricting 
the operative autonomy of public enter¬ 
prises instead of freeing them fiom the 
many handicaps 

* « * 

In addition to all these handicap^^ there 
IS the labour situation. Public sector 
employees arc pi rhops amonf^st the most 
pampered in the country while in some 
eases, also bciiiii the most mejfuient. 
Dr PatiTs views on the subject: 

One of the mam reasons why labour 
matters become complicated in public 
sector as against piivatc enterprises is 
perhaps due to the political affiliations of 
trade unionims in our country. Politics 
in the industrial iclations of private 
enterprises generally do not cause com¬ 
plications because ol the immunity which 
the private sectoi enjoys from politicians. 
On the contrar\, i here is a very high 
degree of politicial interference in the 
labour management m public enterprises. 
Besides, Goveinmcnts—both State and 
Centre- - and the Administrative Ministry 
and the Ministci. Parliament and the 
State Legislatures and various agencies 
like State Laboui Ministry, Central 
I abour Ministry, Bureau of Public 
Enterprises etc, all seem to be concerned 
with labour matters of public enterprises. 
Their concern naturally drags them into 
labour troubles like strikes, lockouts, lay¬ 
offs and sometimes even in the cases of 
minor matters of even individual grievan¬ 
ces. With such high degree of inter¬ 


ventions, the management of public 
enterprises sometimes becomes helpless 
to take an independent stand in regard 
to many labour matters and there are \ 
many instances when the management 
of public enterprises, are even totally 
isolated and labour directly negotiates 
with the concerned Minister and the 
Ministries bypassing the local manage¬ 
ments. Politics, whether one likes it or 
not, whether il is in the interest of the 
enterprise or not, very greatly influences 
the attitude of the labour in the public 
enterprise. The leadership of employees 
unions with vested interest sometimes 
forces the employees in taking measures 
which are even against the interests of 
the employees themselves. Minor inci¬ 
dents of labour management differences 
are magnified by poiiticdJ interests and 
questions are asked in the Parliament, 
which sometimes demoralise the manage¬ 
ment of public enterprises. This gives 
rise to indiscipline, disobedience and 
mud slinging at the management by the 
labour. 

Political Pressures 

Most leaders of labour unions in the 
public enterprises vie with one another 
for recognition of their respective unions. 
Multi-union-sct-up in our industries has 
become a matter of fact with which we 
have to live. Hence, it is not surprising 
that the multi-union rivalry in the public 
sector undertakings is being dragged on 
to the floor of the lagislature and the 
Houses of the Pailiament. Most leaders 
of labour unions have direct contact with 
the Government or Members of the 
Parliament. They therefore ignore the 
local management and more often bring 
political pressure on Chief Executives to 
get what they want, which may not be 
in the interest of the enterprise. This 
makes the position of the Chief Executive 
extremely embarassing and results in 
greater indiscipline and disobedience, 
dis-ordcrlmcss on the shopfloor. 

There have been number of cases in 
my career as Chief Executive of HMT 
which, if I have to mention, would 
amount to a lengthy and unnecessary 
narration. However, 1 would like to 
dte one example which almost resulted 
in tendering my resignation. During 1970,^ 
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when we had just come out of recession^ 
we had a serious labour problem in 
■ Bangalore* The workers went on strike 
*on the issue of bonus for the year 1968- 
69. Since the company had made a loss, 
we could not declare any extra bonus 
other than what labour was entitled to, 
as per law. Having been used to getting 
more than the minimum bonus, and 
since the watch units earned 20 per cent 
bonus, the union of the machine tool 
division also put up a demand for 20 per 
cent bonus which the management could 
not agree to pay. The strike which ex¬ 
tended over a month or so, became 
sometimes violent and in spite of bad 
• health, 1 was gheraoed by hundreds of 
workers at my residence. My condition 
[of health had become so bad that I had 


to be removed to the hospital and the 
labour which was shouting slogans 
against the managcjnent and me in 
particular, would not allow me to be 
removed from my residence. Thanks to 
the intervention of the State Governor, 
1 was ultimately taken to the hospital 
under police escort 

During my absence, the local poli. 
tics of the State took control over 
the situation .ind directly negotiated 
with the Ministry at New Delhi. Out¬ 
come of these negotiations was that, the 
union would call oflf the strike provided 
they were paid lor the period of the 
strike and the negotiations could then be 
rc-opened. This, our Chief of Personnel 
could not accept and rcpoitcd the mattci 
to me when 1 \Na> just recovering from 


my illness at the hospital. It was then 
I wrote to the Secretary of our Ministry 
that we could not accept this condition 
and if Government had agreed for the 
payment of wages during the period of 
strike, I should be kindly relieved of my 
job in HMT. Ultimatums like this have 
to be sometimes resorted to bring orderli¬ 
ness in the matter of industrial relations 
in public enterprises. 

The only remedy to impiovc industrial 
relations in public enterprises, in my 
opinion, is to leave the management of 
public sector free to handle their labour 
pioblems without any let oi hindrance 
by the governments, the State and Centre, 
in the same manner as is the case of the 
private firms. 


Leipzig Fair 

6 - 12 . 9 . 1981 



German 
Democratic 
Republic 

For Leiprig tho doorway to the stable 
markets ol the member countries of the Council 
lor Mutual Economic Assistance and parti- 
cularly tho German Democratic Republic, 
which carries through some two thirds of ife 
total foreign trade ot the Fair 
Tor newly independent and developing nations* 
Leipzig offers unequalled opportunities to 
develop irodo ties and to promote world wide 
knowledge of growing production capacities, 
every year exhibitors from between 50 and 60 
countries take part in the Fair 
The participotion of world loaders in tochno* 
fogy, plus the programme of high level 
eciontific and lorhnkal conferences and 
lectures gives Loip/ig unique status as a 
centre for tho evaluation of tho newest trends 
In design end production. 

fatr entry cards and further information from: 
Leipzig fan Agency in India 
319. Commerce House, 140, N-Master Rd., 
BOMBAY-400023. (Phone 270186) 

C’479, Defence Colony 

NEW DELHI-110 024 (Phone 623977) 

34-A. Brnbourne Road. 

CALCUTTA 7V0001 (Phone 263622) 

“Madan Home 50. Moore St 
MADRAS‘600001 (Phone 21559) 
or at the frontier posts of the CDR. 
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Economic Analysis 


IMF Survey of the World Economy 


The World Economic Outlook {published by the IMF) warns that the 
grim economic situation facing the world requires the courageous pursuit of 
sound policies of adjustment—patiently looking to results in the medium term^ 
not necessarily in the near future. Without such policies, supported by 
strong international cooperation, the world economic situation could become 
critical^ The margin for error it warns, is limited and the stakes are high. 


Industrial Countries : The report 
states that in response to mounting 
inflationary pressure, monetary and 
fiscal policies in the major industrial 
countries turned incieasingJy restric¬ 
tive during 1979 and 1980. Despite 
low negative rates of growth, this 
stance has been maintained thus far 
in 1981. A consequence has been a 
sharp increase in interest rates. In 
particular, the rapid rise of intcicsl 
rates in the United States has had the 
side eflect of constraining the policy 
operaions of other countiies. With 
respect to fiscal policy, some reduction 
of fiscal stimulus was achieved in 1980 
by most industi ial countries, with the 
notable exception of the United States. 
For 1981, budgctaiy plans indicate a 
more pronounced shift toward res¬ 
traint, reflecting the acute concern 
that is felt in many countries about 
the actual size of public sector deficits. 

The restraining influence of financial 
policies together with the end of the 
upsuige in oil prices, has led to some 
slowing of inflation in the industrial 
woild. On a year-to-year basis, the 
increase in consumer prices for the 
industrial countries as a group is 
projected to decline from 12 per cent 
in 1980 to 91 per cent in 1981 and to 
less than 8 per cent m 1982. 

A development of central importance 
has been the «^lowing of the average 
growth of real GNP in the industrial 
countries from an annual rate of four 


per cent in the period 1976-79 to 1^ 
per cent in 1980, The rate is expected 
to be about 1} per cent in 1981, with 
a modest recovery to a little over 
2 per cent in 1982. The overall rate 
of unemployment in the industrial 
world, already as high in 1980 as it 
was during the international recession 
of 1974-75, will rise further in 1981-82. 

Primarily because of the increase in 
oil prices during 1979 and 1980, the 
combined current account balance 
of the industrial countries, including 
ofiicial transfers, swung from a surplus 
of $ 14 billion on 1978 to a deficit 
ofS 30 billion in 1979, and then to a 
deficit of $ 66 million in 1980. The 
deficit is expected to fall to $ 50 
billion in 1981, with little further 
change indicated for 1982. The pro¬ 
jected decline is concentrated in the 
major industrial countries; the com¬ 
bined deficit of the smaller industrial 
countries (other than Norway and 
Switzerland) is forecast to remain at 
about S 32 billion in 1981. 

Oil Exporting Countries .• Follow¬ 
ing the second round of large oil 
price increases from 1978 to 1980, the 
combined current account surplus of 
the oil exporting countries rose from 
$ 3 billion in 1978 to $ 112 billion in 
1980, roughly equivalent in real 
terms to the surplus of i 68 billion 
recorded for 1974. With the expecta¬ 
tion that the demand for oil from 
these countries will remain below the 


level of the recent past, and on th® 
working assumption of no change in 
real oil prices, the combined current 
account surplus is projected to decline 
to S 96 billion in 1981 and to S 80 
billion in 1982. 

Non-Oil Developing Countries : For 
many of the non-oil developing 
countries, the past two years have been 
a period of growing economic diffi¬ 
culties. The export earnings of these 
countries have been affected by both 
a slowdown in the expansion of export 
volume, attributable to sluggish 
demand in the industrial world, and a 
deterioration in the terms of trade, 
reflecting particularly the increase in 
oil prices, as well as the cyclical 
situation. Higher interest payments 
required to service the mounting 
external debt have also been eroding 
the purchasing power of export earn¬ 
ings. The combined current account 
deficit of this group of countries, which 
rose from 8 38 billion in 1978 to S 58 
billion in 1979 and to an estimated 
S 82 billion in 1980, is expected to 
reach $ 97 billion in 1981 and $ 102 
billion in 1982. 

The financing of this enlarged 
deficit has required a substantial rise 
in net external borrowings, together 
with a virtual cessation of reserve 
accumulation. The report notes that 
the pattern of projected borrowing in¬ 
cludes an unusually high proportion 
of short-term funds and raised ques¬ 
tions about the sustainability of 
some of the inflows. Particular concern 
is expressed about the condition of 
the low income countries. This sub¬ 
group is found to have the worst 
economic growth rate for the period 
1979-81 and to have suffered from 
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severe financial difiSculties, a high 
ratio of external debt to export earn¬ 
ings, and a very high dependence on 
official creditors. 

Key Issues of Policy ; The World 
Economic outlook notes the serious¬ 
ness of the problem of “stagflation’* 
—high rates of both inflation and 
unemployment'-from which the indus¬ 
trial countries have suffered since 
1973. To a large extent, it states, 
this problem can be traced to an 
unwillingness by both private economic 
agents and national authorities to 
accept fully the consequences of 
supply-side developments, like the 
increases in the price of oil, the decline 
in the growth rate of productivity, and 
inherent problems of domestic indus¬ 
trial structures. 

While a few industrial countries 
appropriately shifted toward monetary 
restraint as early as 1973 and 1974 and 
maintained this stance for a number 
of years, most either reversed a shift 
toward restrictive policies rather 
quickly or delayed making such a 
shift for several years. As regards 
fiscal policy, the efforts of industrial 
countries to move toward greater 
restraint were often hampered by the 
difficulty of reducing large public 
expenditure programmes that had ex¬ 
panded as a result of the extension 
of social and other Government 
services during the 1960s and 1970s. 
The report comments that despite the 
fact that the appropriate policy 
approach must differ among countries, 
some of the crucial elements are 
easily defined, although perhaps not 
easily implemented. First, it is now 
widely acknowledged that inflation is 
unlikely to be moderated in the 
industrial countries until there is a 
reduction in their growth rates of 
aggregate nominal demand that is 
sufficiently marked and prolonged to 
break inflationary expectations. Attain¬ 
ment of this objective requires 
continued restraint on the growth of 
monetary aggregates, a reduction in 
fiscal deficits, and perhaps a levelling 
off of the ratio of Government expendi¬ 


ture to GNP. The adverse effect on 
output and employment of these 
measures may be alleviated by placing 
greater emphasis on supply-side 
policies. One of the most useful 
supply-side developments, the paper 
stresses, would be a further reduction 
of the dependence of industrial 
countries on imported oil. Another 
aspect of the solution lies in the use 
<if incomes policy to support sound 
fiscal and monetary policies. 

Global Adjustment and Financing : 

The current outlook review certain 
aspects in the light of two factors 
that have become more marked since 
then —a sharp increase in real interest 
rates and the weakness of economic 
growth in industrial countries. 

The substantial rise in real interest 
rates that occurred during 1980-81, 
particularly on assets denominated 
in US dollars, may have greatly in¬ 
creased the magnitude of the transfer 
of real resources from oil importing 
countries to oil exporting countries 
that ultimately will be necessary to 
restore a bettei pattern of our current 
account balances. If interest rates in 
financial markets continue to exceed 
rates of inflation, the growth of invest¬ 
ment income should contribute, along 
with less expansionary policies, to 
maintaining a combined current 
account suiplus for the oil exporting 
countries of some S 50 billion in 
nominal terms m 1985. Moreover, 
if further increases take place in the 
real price of oil, the combined current 
account surplus of the oil exporting 
countries would he maintained at a 
higher level and the global problems 
of adjustment and financing would 
become that much greater. The study 
emphasises the crucial need to reduce 
the demand for oil and increase the 
supply of alternative sources of 
energy. 

The report observes that adjustment 
problems among the subgroups of oil 
importing countries may be even more 
difficult to solve than those between oil 
exporting and oil importing countries. 
The primary source of concern is the 


weak external position of two sub¬ 
groups—the low-income countries and 
those middle-income countries, export¬ 
ing mainly primary products, that are 
classified as “other” oil importers. 
These countries do not produce the 
kinds of goods most in demand by oil 
exporting countries and typically ex¬ 
port primary products for which world 
demand has recently been weak. 
Hence, there is cause for real concern 
about these subgroups. Their debt 
situation has remained gcneially 
manageable through the end of 1980, 
owing to the large negative real inte¬ 
rest rates in world financial markets 
in 1980-8] and with the gradual change 
in the structure of debt commit¬ 
ments toward debt contracted at 
market-resisted interest rates, the debt 
burden of these countries is bound to 
grow more rapidly than in the past. The 
report also expresses concern over the 
tendency to\\ard the rise in average 
real exchange rates of the two sub¬ 
groups in recent years because of a 
reluctance on the part of many coun¬ 
tries to adjust their exchange rates. 

In the area of global financing, the 
report notes that two problems dis¬ 
cussed in the May 1980 World Econo^ 
mic Outlook are still present. The first 
problem relates to the potential mobi¬ 
lity of the substantial net external 
assets that have been accumulated by 
the oil exporting countries. Most of 
these comprise relatively liquid short¬ 
term and medium-term financial invest¬ 
ments, which tend to increase the 
potential for both stabilising and de¬ 
stabilising capital flows. The second 
problem is the danger that in the next 
few years the funds available to non¬ 
oil developing countries, which at 
present have access to the international 
capital markets, may become more 
limited. As a number of non-oil 
developing countries will experience 
greater balance of payments problems 
over the next few years, they may have 
difficulty in maintaining their credit 
standing. 

Medium-Term Scenarios : The re¬ 
port explains that the I^'und was drawn 
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into the statistical and analytical work 
contained in the scenario mainly be¬ 
cause balance of payments, problems 
have become more structural and 
protracted and both the Fund and its 
member countries have found it 
increasingly necessary to focus on 
policies in a medium-term context. 

The first set of scenarios, prepared 
by the Fund staff in the summer of 
1980, focused on the probable con¬ 
sequences of either a premature 
relaxation of demand management 
policies in the industrial countries or 
perseverance toward an anti-inflation 
policy. The principal message emerg¬ 
ing from the analysis was that 
top priority should continue to be 
given to containment of inflation, with 
supply-side measures used to relax the 
energy constraint and, more generally, 
to foster productive investment and 
labour mobility. 

Assumptions ; The first Scenario- 
Scenario A—is based on moderate 
rates of economic growth, gradually 
declining rates of inflation in indus¬ 
trial countries, and constant oil prices 
in real terms. It is predicted on the 
assumption that the industrial coun¬ 
tries persist in the implementation of 
policies designed to bring about a sig¬ 
nificant reduction, over time, in the 
growth of nominal demand and 
a reduction in dependence on import¬ 
ed oil. Another key assumption is that 
the non-oil developing countries im¬ 
plement comprehensive programmes 
of adjustment. 

The second—Scenario B—is more 
pessimistic and assumes a worsening of 
stagflation in the industrial world, with 
lower growth, persistent high inflation, 
and increases in the real price of oil. 
This scenario could come about as u 
result of several developments, includ¬ 
ing a failure by industrial countries to 
limit (he advcisc impact of their restri¬ 
ctive demand management policies on 
output 01 to pursue effective energy 
policies. 

Implications for Growth Rates : The 
average annual rate of growth of real 
GNP assumed for 1983-85 under 


Scenario A is 3^ per cent, and under 
Senario B it is 2^ percent. The growth 
rate projected for Scenario A may 
seem low in comparison with the four 
per cent annual average rate experienc¬ 
ed by the industrial countries in the 
recovery period 1976-79. It is noted, 
however, that : (1) Scenario A assumes 
that countries will effectively reduce 
the growth rate of aggregate nominal 
demand, something which they did not 
do during 1976-79; (2) Inflationary 
expectations are now more deeply im¬ 
bedded in the economic system: and 
(3) A number of European countries, 
particularly the participants in the 
European Monetary System, now face 
difficult problems of external adjust¬ 
ment that may constrain their possi¬ 
bilities for economic growth for some 
time to come. 

The rate of inflation in industrial 
countries, measured in terms of GNP 
deflators, would decline from about 
nine per cent in 1980 and 1981 to a 
range of 6} to 7 per cent in 1985 
under Scenario A Senario B assumes a 
less fnvourable price performance; the 
rate of inflation would remain at 8} 
per cent thromdiout 1983*85. 

Main Conclusions : The current acco¬ 
unt deficit of the non-oil developing 
countries continues to increase in nomi¬ 
nal terms, reaching $140 billion in 1985, 
while the industn.il countries return to 
their traditional surplus position and 
the oil exporting countries remain with 
a large, but mucli reduced, surplus of 
about n> 50 billion The net oil import¬ 
ing developing countries experience 
significant declines in their deficits in 
relation to evports of goods and 
services. 


The non-oil developing countries 
will have to increase markedly their 
net external borrowing in nominal 
terms because of their rising current 
account deficits and because of the 
limits they face in using non-debt 
financing and the reduction in their 
reserve assets. 

The medium-term debt picture re¬ 
mains satisfactory for the net oil ex¬ 
porters and the major exporters of 
manufactures but continue to be of 
concern to the low-income countries 
and the “other” net oil importers. 

While the implications of Scenario 
A arc not favourable for many develop¬ 
ing countries, that are net oil impor¬ 
ters, the implications of Scenario B 
are considerably worse. Under the Sce¬ 
nario B the developing countries that 
arc net oil importers would have an 
estimated deficit in 1985 equivalent to 
about as high a proportion of their 
exports of goods and services as the 
deficit in 1981. 

The two scenarios also have widely 
differing implications for the second 
half of the 1980s. With Scenario A, by 
the mid 19808 an environment condu- 
sivc to sustained long-run growth in 
the industrial countries would have 
been restored. With more rapid expan¬ 
sion of their exports, developing coun¬ 
tries that are net oil importers could 
then reduce the high debt burden 
sustained in the first half of the 1980s. 
For Scenario B, a further period of 
low growth rates in industrial coun¬ 
tries could be envisaged for 1986-90. 
In such a case, it is difficult to see how 
these developing countries could sus¬ 
tain their debt burden without further 
reducing their growth rates. 
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In the Nation 


FICCI’s Export Expectations 


FICCl HAS drawn up an export plan for 
1981-82 which aims at increasing exports 
by 22.5 per cent over 1980-81 i.e. Rs 8,600 
crores against Rs 7,100 crores. The FICCl 
target is Rs 200 crores more than the 
Government*s target of Rs 2400 crores. 

To achieve this export target FICCl 
has suggested several short and long 
term support measures. These include: 

—Ensuring adequate supply of raw 
materials and essential inputs at inter¬ 
national prices to exporting units. 

■—Improvement of infrastructural faci¬ 
lities such as power, coal and transport. 

—Concessional freight rates by railways 
for export goods. 

—Improvement of ports and shipping 
services and establishment of international 
air cargo terminals at some important 
airports. 

—Bringing about harmonious indus¬ 
trial relations. 

—Tax support in the form of rebate on 
export earnings, dividends from project 
exports and joint ventures. 

—Streamlining the procedures and sta¬ 
bilising export policies and incentives. 

— Expansion of production capacity 
and modernisation of exporting units. 

—Building up of sound and strong ex¬ 
port infrastructure. 

—Restructuring of tax system to bring 
down the cost and make Indian products 
competitive. 

—In order to promote export of new 
products or exploration of new markets, 
an additional 10 per cent cash compensa¬ 
tory support be provided to act as an 
incentive. 

—Timely and adequate availability of 
concessional export finance. 

—Efiective infi rmation system. 

The export target which the Federation 
has visualised is not beyond reach consi¬ 
dering the potential of the Indian eco¬ 
nomy, natural resources endowment, 
avaiUhility of technical and managerial 
matipoweri the well devdoped industrial 


sector and, above all, abundant labour at 
reasonable cost. However, the achieve¬ 
ment of the target would not be realised 
as a matter of course. It would call for 
a good deal of elTort on the part of indus¬ 
try and trade and cooperation from 
Government agencies. 

The major products which are expected 
to contribute considerably in the export 
growth during 1981-82 arc: 

—Engineering goods(particuIarly capital 
goods and piojcct exports) 

—Gems and ic\sellcry 
—Readymade garments 
—Wool and woollen goods including 
carpets 

—Chemical pioducts including, basic 
chemicals and pharmaceuticals 
—Marine pioducts 
—Oil Cakes 
—Sports goods 
—Spices 

The measures suggested in tlic FICCl 
export plan are, by and large, in the 
nature of securing normal facilities for 
production. As such there is nothing 
particularly dramatic in the report Incen¬ 
tives have been >ought only in special 
cases where industry is placed at a disad¬ 
vantage vis-a-vis the facilities available in 
other competing countries. 

The major emphasis is on the removal 
of production b )ltlenecks and improve¬ 
ment of infrasttuclural facilities by* 

—Adequate supply of power to expos¬ 
ing units. 

—Laying down a stable export promo¬ 
tion policy. 

—Active mvoI n ement of State Govern¬ 
ments as well as local bodies in the vital 
task of ensuiing supply of power, trans¬ 
port and ocher infrastructure needed for 
maintaining and stepping up exports. 

—Restructuring the tax system so as 
to minimise the cascading effects of 
various taxes and levies on raw materials, 
intermediates, fuel, power and finished 
products. Some mechanism on the pat- 


Government and FICCl Targets for 
Major Items in 1981-82 


Govern- 
riCCI ment 
projection projection 


Plantalions/Agi icultural 


and Allied Products 

2556 

2300 

Ores and Minerals 

492 

500 

Leather Goods 

425 

425 

Gems, jewellery & 



Handicrafts 

1074 

1190 

Textiles, Jute & Coir 



munufactuies 

1695 

1575 

Chemical and allied 



puxlucts 

539 

525 

Engineering goods 

1150 

ilSO 


tern of value added lax (VAT) as is pre¬ 
sently operating in LECand several other 
countries be introduced. 

—Facilities and incentives including j 
soft term loans be given foi expansion i 
and modernisation of exporting units. 

Entry Tax: A New 
Incarnation 

Thi Jha Committee on Indirect Taxes 
aftei an elaborate investigation, referred 
to the need to slicamline the administ- 
lation of Sales Tax. In 1977 the Janata 
Paity included in its election manifesto 
the objective to abolish Sales Tax. On 
hebruaiy 1981 at a conference of Chief 
Ministeis, the Finance Minister R. 
Venkataraman, stressed the need to bring 
a measure of uniformity in indirect taxes 
on a number of additional items and 
advocated the case for bringing thesp'. 
under Central Excise. Already commodi^ 
ties like sugar, textiles and tobacco e.oi nf 
under the scheme of additional Central 
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Iftxcihe and were taken out of the purview 
\of Sides Tax long ago. 

I It must be admitted that the adminis- 
I tration of Sale«. Tax law s suffer from lot 
of loopholes, jnefiicieney and coiiuption. 
The powcis of the States to levy tax 
) undet Sales 1 ax also contribute to wide 
disparities in the prices of commodities in 
{different States. The collection machinery 
[in many instances is coirupt and inefTi- 
jcient with the result the potential is olten 
not tapped fully. In scscial States the 
, administration lacks an effective machi- 
^ nery to deal with Sales lax cases efii- 
f cicntly and quickly. The linesse and 
. erudition witnessed in Income Tax case 

f 

> S Viswanathan writes 
from Madras 

f 

[ disposals are often absent m regard to 
Sales Tax Again, what was sought thro- 
? ugh Centiul fiscal measures by way of 
y excise lationahsation or concession is 
sometimes negated by some of the Stales 
. introducing measures having exactly the 
I opposite effect. In some >cats foi instance 
I the Cential 1 inance Minister aftei elabo¬ 
rate exeicisc would decide on some re¬ 
duction in the rate of dut> on some of 
{ the consumei durables Befoie the effect 

i ' of this IS passed on to the consumei, some 
State Governments piepanng their budgets 
would come out with higher imposts on 
i^precisel) these commodities, 
p Notwithstanding these, Sales Tax has 
been the mainstay of the revenue of 
It State (jovcinmenis. It is rcmaikable that 
y over a peijod of ycais most Stales have 
been content to rely just on the general 
buoyancy in Sales lax collections and 
with occasional hike in the latcs from 
time to time. One can accuse very few of 
the Stau Ciovermcnts of any innovations 
in tappine taw sources of revenues. And 
especially in llie Seventies the concentra¬ 
tion had been on distiibiitmg laigesses 
iralhcr than on expanding revenues. 

The comlbil b ought about by buoyan¬ 
cy in Sales Tax has natuially made it the 
provcihial -sikicd cow of States. The 
extent of i chance makes the States resist 
any attempt by the Centre to encroach on 
Jk this pic>eive. Look at Tamil Nadu, one 
BOf the better administered States. Reve- 

MsrfiRN 
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nue from Sales Tax has registered a phe¬ 
nomenal increase over the years. In the 
Seventies revenue from Sales Tax shot up 
from Rs 21 crores to Rs 325 crores. Dur¬ 
ing 1980-81 the State netted inRs408 
crores which was some Rs 35 crores high¬ 
er than given in the budget estimates. 

Yet, there was some degree of accept¬ 
ance to rinance Minister R. Venkata- 
laman's suggestion last February to 
attempt to achieve a measure of uniformi¬ 
ty in Sales Tax administration. Some of 
the Congress ruled States like Karnataka 
were even persuaded to abolish octioi, a 
maior irritant to business and commerce. 
However, if one had some hope of the 
States appreciating what has so eloquently 
been advocated by several committees, 
and in other forums they were soon shat¬ 
tered. The ebulient Gundu Rao breezily 
introduced an entry tax on commodities 
entering towns and cities precisely on 
those commodities like textiles which had 
been taken out or the purview of Sales 
Tax years ago. 

Next Volley 

After watching the inactivity of the 
Centre to take notice of this assault an¬ 
other Congress Chief Minister, T Anjiah 
of Andhra Piadesh, had fired the next 
volley. Last month he announced the 
intention of the Andhra Pradesh Govern¬ 
ment to introduce an entry lax on to¬ 
bacco, designed to net in a not inconsider¬ 
able revenue of aiound Rs 10 crores, in 
a year. The tobacco industry is concent¬ 
rated in Guntur and its neighbouring 
coastal districts ol Andhra Pradesh, which 
accounts for the bulk of the production 
of tobacco for domestic consumption and 
expoits. And iht introduction of the 
entry tax, as in the case of Mr Oundu 
Rao*s exercise, will innocuously put back 
the clock by some two decades when 
items like tobacco, textiles, sugai and Ua 
were pulled out o( the State's jurisdiction. 
If the Congress Governments could run 
counter to much avowed objectives of 
the Centre to bung in a measure of uni¬ 
formity in tix administration. States like 
West Bengal, which have been question¬ 
ing the Centre's right in this direction 
consistently and for long cannot be expect¬ 
ed to lag behind. 

The States find it easy to rely on Sales 



Tax for raising reventies and the accept¬ 
ance of entry tax will dare them encroacb 
upon a territory cultivated by the Centre 
with lot of efforts. It used to be said of 
great philanthropists that what was given 
by their right hand would not be 
known even to the left hand. Don't we 
have an interesting parallel in the above 
development 7 


Tapping; Foreign 
Currency Market 


“The RESr)vRCES of financial institutions 
are limited. At least large industrial 
houses with a good image should mobilise 
resources directly b )th from the domestic 
and the fpreign currency markets. They 
must go to the financial institutions only 
as term lender of last resort so that avail¬ 
able funds could be utilised to help new 
entrepreneurs,” said Mr N.N. Pai, 
Chaiiman. Industrial Development Bank 
of India. 

Speaking to the Consultative Commit¬ 
tee of City Chamber of Commerce in 
Madras recently, Mr Pai said that the 
outlay on the manufacturing sector in the 
Sixth Five Year Plan was Rs 15163 crores 
forming 20.3 per cent of total investment 
contemplated for the pi ivate sector, of this 
internal generation will account for Rs 8870 
crores comprising retained profits of 
Rs 5710 crores and provision for depre¬ 
ciation of Rs 3160 crores. Evtn if we 
assume that this volume of funds could 
be generated internally, we will still need 
sizable additional funds to fulfil the target 
of investment contemplated for the pri¬ 
vate corporate sector. The financial insti¬ 
tutions may find it difficult to cope with 
the increasing demand for funds. Their 
resources are not growing adequately 
to keep pace with this, s:id Mr Pai. 

The IDBl Chairman referred to the 
increasing reliance of the private corpo¬ 
rate sector on financial institutions. 
Aggregate sanctions as at end of March 
1980 stood at Rs 9136 crores and dis¬ 
bursement at Rs 8265 crores. The finan¬ 
cial institutions accounted for as much as 
88 pev wcentof total sanctions and 82 per 
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cent of total disbursement made to indu¬ 
stry from all sources of funds. This gives 
a measure of the reliance of industries on 
the institutions. 

Mr Pai said that there was hardly any 
large or medium project in which finan¬ 
cial institutions have not played an im¬ 
portant part. And the contribution of 
financial institutions to the total project 
cost has been increasing continuously. 
Between 1977-78 and 1978-79 it increased 
from 47 per cent to 50 per cent. In regard 
to industries in the small and medium 
sector, the increase has been more sub¬ 
stantial. In this period, the State Finan¬ 
cial Corporations increased their share of 
contribution from SO per cent to 75 per 
cent of the project cost 

Self-Reliance 

The Chairman of IDBf said that it was 
desirable to make industries as much 
self-reliant as p)ssible Tae corporate 
sector should be mad * less dependent on 
the financial institutions by expand¬ 
ing then capital base, increasing the debt 
equity ratio and make them up by the rc* 
sou ices of the domestic and foreign 
currency m irkets. 

Po sibiy because of the expansion in 
the outlays caused by inflation, there has 
been an upward trend in the debt equity 
ratio. 

Mr Pai said that between 1972-73 and 
1975-76 as many a, 78 per cent of the 
projects pi omoted had debt equity ratio 
less than 2:1. Thcir number declined to 
60 per cent in the subsequent four years 
ending 1979-80. This trend of rise in debt 
equity ratio continues. Today there are a 
large number of projects with debt equity 
ratio higher than 3:1 and thus there has 
been increasing reliance on institutional 
finance 

Mr Pai also referred to the tendency to 
rely more and more on financial institu¬ 
tions for nice mg shortfalls in subscrip¬ 
tions to publi' ssucs. These are expected 
to subscribe t > the shortfalls not contri¬ 
buted b/ the public The result IS that 
the involvement of the financial institu- 
^ tions goes much above the desired level. 
Quoting figures from FICCI reports, Mr 
Pal .said that in 1979>80 the amount 
underwritten by financial institutions and 
brokers aggregated Rs 38 crores. Of this, 


Rs 27.5 crores forming 72.8 per cent was 
underwritten by financial institutions and 
only a little over Rs 10 crores were under¬ 
written by brokers and others The shares 
held by finanaai institutions in various 
projects had shot up from Rs 145 crores 
in 1969-71 to Rs 737.35 crores in 1979-80. 
A major portion of this was the result of 
development in underwriting commit¬ 
ments. 

Mr Pai expressed serious concern over 
cost over-runs of projects. The viability 
of the projects are determined and sanc¬ 
tions are made on the basis of the original 
estimated costs and returns With large 
cost over-runs viability undergoes a sca- 
change There is, therefore, a pressing 
need to curb cost over-runs to ensure 
better use of funds Mr Pai *!aid that the 
availability of funds from financial insti¬ 
tutions for meeting cost over-runs sho ild 
not be taken for granted Mr Pai referred 
to the plan to set up a data bink on pro¬ 
jects which w II help them get the reasons 
foi cost over runs and also to evaluate 
the extent of uiihsation of institutional 
finances The data bank can store de’ails 
of the capital base of the various units, 
thcperfo’man l of the various projxts, 
the standard p is.eb of plant and machi¬ 
nery, background of the promoters. 

Poor Performance 

Mr Pai rctuicd to the poor perfo.- 
mance of the pri\ iie corporate sector m 
regard to mobilisation of the savings of 
the community Ihe net supply of funds 
to the corpoiot^ sector had been entiieiy 
modest in the last decade The capital 
raised by non uovernment companies in 
the Seventies ncraged just around Rs 100 
crores per yeai In 1979, the amount was 
only Rs 112^ ciores. In that year the 
aggregate nation il savings have been esti¬ 
mated at Rs 18,884 crores and the savings 
of the household sector was Rs 14,978 
crores. Mr Pai felt that there was con¬ 
siderable scope toi entrepicncurs to tap 
these resources 

The Chan man of IDBI said that the 
foreign currency markets offered an attrac¬ 
tive sources of finance. Reputed compa¬ 
nies can successfully raise their require¬ 
ments in foreign cunency. “Ours is the 
only country which has not taken advan¬ 
tage of the favourable conditions in the 


foreign currency market”, regretted Mr 
Phi. Since the resources of financial insti¬ 
tutions are very Jim ted, at least the large 
houses with a good image must tap these 
rcsouiccs said Pai 


Corruption in Coal 


Tur Tnion Energy Minister, Mr Ghani 
Khan Chowdhur>, said m Calcutta on 
July 19 that, on account of the recent 
revision m the prices of petroleum 
products, anotner increase in the price 
of coal would have to be announced 
shoitK He explained that due to the 
highci pctiolcum puces the operational 
costs in niin.'s would go up, necessitating 
a hike m the prices of both non-coking 
and coking coal But what steps is the 
Ministiy taking to improve efficiency and 
and bung down the costs of production in 
the coal industry The Baveia ('ommittee 
had drawn attention to the existence of 
nine per cent surplus unproductive 
labour, gi owing absenteeism, low pro- 
ductiviiy of miners, cxcess-vc inventories, 
undci-utilisat'( n ot mining nucliincr>, 
slow p-ogicss in medianisalH>n, and 
heavy overheads What action Ins the 
Ministry of I nergs taken on the recom¬ 
mendations of the Baveia Committee 
with a view to improvin * the coal 
industry's performance ^ 

What should howevn cause greater 
concern to consumers is the existence of 
widespread corruption in ih' distribution 
of coal Tins has been persisting for the 
past scveial vears but the Government 
has be n unable to take effective steps 
to check It Tn lanuaiv 197^ the Coal 
Consumers Association of India comp¬ 
lained that seve al bulk consume is had 
reported substantial shortage ol coal on 
account of icgular unde -loading of 
wagon*' I he association lefened to a 
landom survey conducted by the Railway 
Ministry which revealed that theic had 
been shoitages upU) II tonnes in 22 
tonne wagons and 19 tonnes in 56 tonne 
wagons It was pointed out that this 
undespatched eoal was being sold in thp 
black market bv the unscrupulous staff. 

One would have thought that, as a 
result of such disclosures, the Govern* 
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!%ent Would have taken strong steps to 
^^alop these malpractices. But these coati* 
jjme to persist. The President of the 
^£oal Traders’ Association, Mr A.K. 
[Mukherjee, said at a press conference in 
'Calcutta on July 21 this year that crimi¬ 
nals living within the jurisdiction of 
Eastern Coalfields and Bharat Coking 
p 3 al collected money by force from the 
;;,l!rucks employed for the transport of 
coal. He revealed that because the 
undue detention of trucks at pitheads 
the members of the association had to 
pay a daily demurrage of Rs 300 to the 
truck owners. He said that some emp¬ 
loyees of the mines were responsible for 
detaining the trucks. He estimated that 
the amount paid by way of forcible 
^ collection and the detention charges 
raised the price of coal by Rs 15 to 
Rs 20 a tonne. 


of foreign experts to solve all our 
problems. Recently, he told Mr Jyoti 
Basu that the Government of India was 
willing to bring experts from abroad 
to improve power geneiation from the 
Santaldih plant. Mr Chowdhury should 
remember that foreign experts, however 
eminent, can do little to augment the 
supply of coal and power unless his 
Ministry takes drastic measures to weed 
out corruption, inefficiency, and indisci¬ 
pline from various departments and 
organisations under its control. 


Eastern Region; 
Neglect of Tourism 


^ The Chief Secretary to the Government 
of West Bengal, Mr A.K. Sen. said in 
f Calcutta on July 29 that the recent 
' conference of Chief Secretaries held in 
‘ New Delhi had found that the law and 
I order situation in this State was '^satis- 
■ factory” though there had been an 
' increase in the number of intra-party 
clashes. But, according to the President 


R. J. Venkateswarn writes 
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of the Coal Traders’ Association, lawless¬ 
ness had worsened in the coal-belt and 
that in June there had been several 
robberies and dacoities. The Stale 
Governmect therefore should not remain 
complacent. It should give special atten¬ 
tion to the maintenance of law and order 
in the mining areas so as to ensure that 
^oduction and distribution of coal are 
not hampered. The Government of 
jJSihar also should take deterrent action 
Jiagainst the anti-social elements which 
^%ave been operating in the coal belt 
impunity and whose activities have 
en contributing not a little to disrupt 
lie working of this vital industry. 
.MrGhani Khan ( howdhury revealed 
pdiet experts from Russia, Britain and 
ance had been invited to visit the coal 
Hines in different regions and prepate 
|an-depth studies of the problems of 
aechanisation. The Energy Minister 
ems to have great faith in the ability 
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A senior official of the Tourism Depart¬ 
ment of the Government of West Bengal 
remarked recently that the promotion of 
tourism in Calcutta and its hinterland had 
suffered seriously because of the indiffe¬ 
rence of the airline's and the hoteliers. 
While the airlines had failed to arrange 
convenient flights to foreigners, the hotliers 
had neglected to pDvidc adequate facili¬ 
ties to cater for the needs of lourists of 
different income groups. The State 
Government therefore has decided to con¬ 
struct two hotels with five-star amenities 
at Hastings and in the Alipore Zoo area 
and a youth hostel at Salt Lake. The 
Government is also trying to adopt an 
integrated approach to promote tourism 
in cooperation with the other States of 
the eastern region since the tourists com¬ 
ing to Calcutta would also like to visit 
other places in the neighbourhood. 

It is indeed encouraging to find that 
the West Bengal Government has now 
realised the impoitance of promoting 
tourism. But what are the prospects of 
the Government adopting systematic mea¬ 
sures in this direction 7 The l-eft Front 
has been in office for over four years and 
during this period what specific steps did 
it take to give a boost to tourism ? The 
Government recently highlighted its 
achievements in the fields of agriculture, 
industry, rural development, education, 
health, and so on. It should also have 
explained to the public what it had 
done so far to encourage tourism and 
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what plans it had drawn up for this 
purpose. 

The Government should realise that the 
construction of hotels and hostels and ^ 
the provision of conven'ent flights by air¬ 
lines cannot by themselves give a strong 
stimulus to the growth of tourism. The 
Government should also give proper 
attention to other measures which will 
help to improve the image of Calcutta 
and provide the tourists with better ame¬ 
nities for their safe and comfortable 
stay. The persisting power crisis is a 
severe deterrent to the flow of tourists. 
On July 20, many areas of Calcutta and 
its neighbourhood went without power for 
as long as 12 hours at a stretch, causing 
tremendous hardship to citizens. On the 
subsequent days also, there have been 
prolonged periods of power cuts. It 
seems that even in the coming winter sea¬ 
son the citizens may not have much 
respite from extensive load shedding. Not 
many tourists therefore are likely to be 
attracted to Calcutta in the near future 
unless they are anxious to see for them¬ 
selves how the people in India’s largest 
city manage to get on without power and 
how it looks at night in candlelight. 

Vast Potential 

The tourist potential of West Bengal is 
indeed very vast and it seems a pity there¬ 
fore that in the last three decades not 
much has been done to exploit it effec¬ 
tively. The previous State Governments 
gave low priority to tourism. Little did 
they realise that by vigorously developing 
tourism, they could create large opportu¬ 
nities for productive employment both in 
the rural and the urban areas. The Left 
Front Government should realise that 
tourism can play a crucial role in speed¬ 
ing up the growth of the State's economy 
and promoting the people’s prosperity. 

The present condition of the Victoria 
Memorial provides a glaring example of 
the indifferent attitude of the authorities 
to tourism. The Memorial attracts over 
TOO.OOD visitors annually but its mainte¬ 
nance has been sadly and systematically 
neglected. A report in the Sfatesman of 
July 24 said : ‘‘Sweepers and khalashis 
have stopped clearing the marble floors 
of the museum for about a year and a 
half for som unknown reason. Tho 




statues and portraits too are left unclean. 
Pigeons sail the portraits but it is no* 
body's business to preserve them. As 
\ many as 20 oil paintings have been re¬ 
moved from their niches—some of them 
in 1977—presumably for restoration but 
no one seems to bother to put them in 
their proper place*’. Disclosures of this 
kind will, of sourse, discourage tourists 
from coming to Calcutta. 

As regards an integrated approach to 
the promotion of tourism in the eastern 
region, little has been done so far although 
such a move will greatly benefit the re¬ 
gion and the States concerned. Several 
seminars have been held on this subject 
I in recent ycais but no follow-up action 
has been taken on their recommendations. 
The Central Government has also to do 
a great deal to develop tou» ism in this 
region but its efforts will succeed only if 
the State Governments are more energetic 
in this held. 


Engineering Exports 


The APPROMMAihLV 20 per cent increase 
in the exports of engineering products 
during the three months to June and the 
i announcement by the Union Government 
* of the guidelines for the supply of steel 
to exporters at international prices may 
enable the industry to endeavour for a 
somewhat higher target than the Rs 1,150 
crores set for the current financial year. 
An indication to this effect was provided 
by the Chairman of the Engineering Ex¬ 
port Promotion Council, Mr G.D. Shah, 
while talking to newsmen in Delhi last 
week. He expressed the hope that engi* 
neeriog goods exports could be raised this 
year to Rs 1,200 crores from Rs 900.5 
crores in the last year. Exports during 
the '‘April-June period have aggre¬ 
gated to Rs 186 crores, as against Rs 155 
crores during the corresponding period 
last year. 

Under the guidelines issued for the 
. supply of steel to exporters, they will now 
^ get this raw material at international 
prices for the unexecuted contracts not 
covered under the price protection schemes 
of 1978, 1979 and 1980 as also for figsh 
oxdets. They will as well be aifotededihU 


protection to contraofes subsisting on 
February 8, 1981, the day on which steel 
prices were raised. The price difference, 
both in respect of the protected and the 
new contracts entered into on or after 
February 9, 1981, will be disbursed by 
the EEPC through a fund for which Rs 30 
crores have been earmarked for the current 
financial year. 

Scaling Down 

The strategy committee of the EEPC 
has already prepared a detailed paper 
in this regard which is proposed to 
be discussed on August 18 at a seminar 
in New Delhi being organised to coin¬ 
cide with the silver jubilee celebrations of 
the organisation. The target that has 
been tentatively finalised is Rs 9,000 
crorc.s—ten timc> the expo; ts in 1980-81. 
This implies scaling down of the target 
envisaged for 1990 91 two years ago by 
as much as Rs 1,000 crores. 

Possibly, this scaling down has been 
done due to expoits last year aggregating 
to Rs 900.5 crores, as against the target 
of 915 crores and the expectation of 
raising them to Rs 1,000 crores in terms 
of the 1979 contemplated objective of 
pushing up exports by 1990-91 to 
Rs 10,000 crores. The shortfall from the 
two targets, ol course, need not have 
prompted the hLPC to slash the 1990-91 
target to Rs 9,0(K) crores. The Rs 10,000 
croros target contemplated in 1979 en¬ 
visaged a gtowth of 25 per cent per 
annum which on elose analysis was not 
something beyond accomplishment. This 
annual growth assumed that 10 per cent 
increase on an average will result from 
global inflation and the remainder 15 per 
cent will have to be the growth in physi¬ 
cal terms. Global inflation currently ex¬ 
ceeds 10 per cent by a significant margin 
and if exports duiing the current finan¬ 
cial year touch Rs 1,200 crores, they 
will fall short of the 1979 target by only 
Rs SO crores. li should be possible 
for the industry to make up this leeway 
soon as the improvement on the infra¬ 
structure front and the expansion in capa¬ 
city following last year’s liberalisation 
in policy should push up production sub¬ 
stantially. 

Realistically enough, the export thrust 
during the current decade is proposed to 


be directed primarily at 15 selected coun* 
triea--the United States, West Germany, 
France, Iraq, Saudi Arabia, Libya, Iran, 
Kenya, Tanzania, Zimbabwe, Ivory Coast, 
Nigeria, Malaysia, Indonesia and Sri 
Lanka. The basic criteria for selecting 
these countries arc : (1) massive assured 
markets for engineering products on a 
long-term basis in the USA, France, and 
West Germany; (ii) Availability of abun¬ 
dant resources in Saudi Arabia, Iraq, 
Libya and Nigeria and the ambitious de¬ 
velopment plans that these countries have; 
(iii) geographical proximity with Sri 
Lanka, Kenya, Tanzania, Zimbabwe and 
Ivory Coast and the goodwill which India 
enjoys in these countucs; and (iv) the 
capabilities of countries like Indonesia, 
Malaysia and Iran to generate their own 
resources. All these markets have been 
already cultivated in the recent years. 
They account for an overwhelming pro¬ 
portion of engineering goods exports 
from India. 

Target Attainable 

The proposed target of Rs 9,000 crores 
exports by the end of the Eighties will 
enable India to have about half a per 
cent share in the global engineering goods 
trade. Currentl>, this share does not 
exceed 0.22 per cent. Approximately 50 
per cent of the exports in future are en¬ 
visaged to be of capital equipment and 
turn-key projects. The attainment of 
thi.s target need not pose any insurmount¬ 
able difficulties notwithstanding the 
emergence of China as a serious compe¬ 
titor, protectionist tendencies in the deve¬ 
loped countries and the possible erosion 
in the GSP benefits, provided, of course, 
the domestic factois do not hinder the 
thrust. While a steady impi ovement in 
regard to power supply and essential raw 
material inputs can be expected over the 
current decade - fairly ambitious prog¬ 
rammes have been drawn up for this pur¬ 
pose—the situation on the transportation 
front and the congestion at ports, how¬ 
ever, will have to be cased through larger 
investments than envisaged currently. 
Another important issue which will have 
to be tackled in an effective manner is 
the updating of technology all along 
the line. 



\Wtndow on the World 

f Not Since Jesus Christ 

V. Balasubramanian 


^ At the Ottawa meeting of the Presidents 
J ior Prime Ministers of the top seven indus- 
fttrial nations, Ronald Reagan was arguing 
as much with transatlantic critics of his 
monetarist policies as with domestic dis- 
' sentersfrom his economic recovery pro¬ 
gramme. There was of course never any 
question of the US President giving up 
^ his ideas on bow to stabilise or stimulate 
' his country’s economy merely because 
I high interest rates in America were 
^ accused of hurting employment in Wes- 
' tern Europe or putting pressure on the 
West German, French or Japanese cur¬ 
rencies. The subject had been discussed 
i threadbare at various levels and on seve¬ 
ral occasions in the weeks preceding 
Ottawa and it had been recognised on all 
sides that it would only be possible to agree 
I to disagree on the differing perceptions of 
I the participating Governments of what 
I they must do, whether individually or 
V collectively, to arrest a threatened retro- 
f gression in economic activity in the OECD 
[ countries. 

Following this was the almost fatalis- 
i' tic acceptance of prospects of low or 
j, little growth in most of the industrial 
I economies through 1982 and a nervous 
I quest for expedients that could moderate 
I inflationary pressures or help cope with 
I anxieties about unemployment trends. 
I The mood was thus hardly such as would 
have this Ottawa conference a memorable 
occasion in the chronicles of international 
economic statesmanship. No wonder 
West German Chancellor, Helmut 
Schmidt, was telling everybody who could 
listen that he was against these meetings 
; being billed as “summits” since they 
' roused expectations without doing much 
to meet them. 

The Rcaganites, however, were think¬ 
ing somewhat differently. As dedicated 
image-makers, they were keen on the 
President cutting a fine figure at his first 
; appearance on an international stage and 
I being also keen tacticians, they were 
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determined to help him do so in a way 
that would also strengthen his hands in 
dealing with the domestic democratic 
opposition to his economic and social 
policies. Their strategy was to organise 
a formidable apparatus of communication 
with the media which would guarantee 
that the President’s role would be put 
across as a star performance which had 
forced those who had come to scorn to 
remain to admire and adore. In this they 
were largely successful, thanks to the 
skillfully organised press briefings or 
palavers with carefully cultivated news¬ 
men, so that during the important period 
of the first twentyfour hours after the 
conference, the impression created was 
that Ronald Reagan had succeeded in his 
attempt to eat the cake and have it. 


Small Talk in 
Washington 


In truth, however, as the Ottawa com¬ 
munique suggests, such meeting of minds 
as there was did not go beyond the 
commonplace concurrence that inflation 
was an evil which had to be urgently 
fought by each Government according to 
its light. Reagan has been barely ''able to 
win respite from European criticisms by 
holding out hopes that his economic stra¬ 
tegy would succeed in bringing down US 
interest rates towards the end of this year. 

The highly sceptical President of France 
and the Chancellor of West Germany 
have pleased themselves by cynically ex¬ 
tracting a word from Reagan that he 
recognises the external repercussions of 
high American interest rates on the inter¬ 
dependent industrial economics. In a 
context in which famous victories have 
been remarkably few, Reagan has been 
able to pat himself on the back on his 
success in persuading Trudeau that the 
communique should use the small ‘g* and 
the small‘t’ and not the capital letters 
when mentioning ‘‘global talks” with the 
Third World countries. The Prime Minis* 


ters of Japan and Canada, however, have 
had the modest satisfaction of holding 
Reagan to a commitment that his admini¬ 
stration would not shy away from US 
obligations towards multilateral develop¬ 
ment institutions; both of them, however, 
must be aware of Reagan’s problems with 
the Congress, among which is a pronounc¬ 
ed bipartisan allergy to development aid. 

Political Business 

Again, although this was supposed to 
be an “economic” summit, the US Presi¬ 
dent had made no secret of his intention 
to do serious political business with the 
heads of Governments of his country’s 
transatlantic allies at bilateral meetings 
arranged outside the agenda of the for¬ 
mal conference. Reagan’s purpose was to 
persuade Mitterrand and Schmidt, in 
particular, to share the intensity of his 
own urge to depress the level of trade or 
other forms of economic relations between 
the United States, Western Europe and 
Japan, on the one hand and the Soviet 
Union on the other. One of his specific 
purposes was to talk the West German 
Chancellor out of his Government’s pro¬ 
jected collaboration with Moscow on a 
multi-billion dollar project for a pipeline 
to transport Siberian gas to his country. 

Bonn’s talks with the Soviet Union are 
now in their final stage, the only impor¬ 
tant question to b? settled being the rate 
of interest to be paid on West German 
credits. Schmidt had been openly saying 
that he saw absolutely no merit in the 
American suggestion that he should not 
proceed with this deal as it would lead to 
an undesirable strategic dependence by a 
NATO country on the Soviet Union in 
the energy area. Schmidt had rhetorically 
asked whether the Americans were pre¬ 
pared to ship their natural gas to West^ 
Germany, while brushing aside a proposal ^ 
that he could make do with US coal in 
addition to developing nuclear power to 
a greater extent than West Germany is 
planning to do. The West Oennan view 




i« that the purchase of natural gas from 
the Soviet Union not only makes econo¬ 
mic sense but should also help maintain a 
certain level of human intercourse bet¬ 
ween two countries haunted by nightma¬ 
rish posibilities of nuclear war. By giving 
expression to this line of thinking the 
West German Chancellor has rejected, by 
implication, the Reagan thesis of an im¬ 
placable ideological confrontation bet¬ 
ween the two power blocs ruling out 
most of the relationships that need to be 
normal among the nations of the world. 

Problems of Controls 

The communique, however, has humo¬ 
ured the American President by enjoining 
on the participant Governments consulta¬ 
tions to improve the existing system of 
controls on trade in strategic goods and 
related technology with the Soviet Union. 
Embargos of this kind have regularly 
proved vulnerable to temptations and in 
fact the United States itself is currently 
grappling with the implications of disturb¬ 
ing disclosures about Americans engaging 
in clandestine traffic with the Soviet 
Union in military supplies of US origin. 
It is doubtful that in intcr-Governmental 
agreements on the banning of internatio¬ 
nal trade in goods which command good 
prices can be effectively maintained in 
the face of the natural cupidity of the 
market forces which the Rcaganites find 
so easy to befriend in circumstances of 
their own choosing. 

There is only a passing reference in the 
communique to the issue of restraints on 
trade among the participating nations, 
although eve-of-Ottawa advices had indi¬ 
cated that there would be some airing of 
controversies. The participating countries 
are merely telling themselves that measures 
that may be needed to case change should 
not be permitted to become permanent 
forms of protection or subsidy. Whether 
this abstract recognition of virtue is 
enough to reassure the Japanese who have 
had to accommodate demands for restrain¬ 
ing their automobile, steel, electronic and 
other exports must remain a matter for 
speculation, although the Prime Minister 
of Japan was, on the whole, relieved that 
the West's chronic complaints against 
Japan's reluctance to open up its market 
sufficiently to the goods of other coun¬ 
tries were not more resolutely pressed. 


On the eve of Ottawa, there was some 
deliberately engineered talk in West 
European political and financial circles of 
the alliance itself coming apart in the 
event of the Reagan administration per¬ 
sisting in what was characterised as 
"egoistic” economic policies which did 
not take into account the problems they 
were accused of creating for the econo¬ 
mies of other industrial countries. Al¬ 
though there was obvious rhetoric in such 
apocalyptic language, the disquiet it 
expressed was- and is—genuine enough. 

For instance, the striking appreciation 
in the value of the US dollar in relation to 
other major currencies is driving Japan to 
invest expensively in the maintenance of 
the value of the yen, while West Ger¬ 
many is even more distressed since it finds 
Itself thwarted ol the gains of the slump 
in the world oil market as a result of 
having to pay over thirty per cent more 
in mark for oil imports than the US is 
paying in dollars In neighbouring France, 
its President is dearly unhappy that the 
infection of high interest rates, spreading 
from the US, is sharply putting up the 
cost of his nationalisation programme. 
Surely, echoes of Ottawa are bound to 
reverberate rather disagreeably through 
the capitals of many OECD countries in 
the coming weeks as the leaders of Govern¬ 
ments which had participated in the talks 
as well as the leaders of Governments of 
other industrial countries start taking 
stock of what thi'' conference had failed 
to achieve. 

Evident Failure 

That it has failed in some measure is 
evident enough The most urgent as well 
as the gravest danger to political stability 
that Western Fur ope faces today is sum¬ 
med up in the statistics of unemployment 
which estimate the jobless in the indus¬ 
trial countries at 24 million, one in five 
of whom is of the generation of the young. 
Margaret Thatcher has already been 
taught what this could mean in terms of 
social tensions and violence on the street. 
In the NATO countries and particularly 
in West Germany and Holland economic 
stresses are honing the edge of protest 
against open-ended militarism symbolised 
by the plans for an arms race in thermo 
nuriear weapon systems. At a time when 
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ht^ has use for all the industrial peace ' 
that he can have, France's new President ' 
can only be less than confident about the ' 
social and political environment for his ! 
Socialist planning for the national cco- ' 
nomy. Here, in the United States itself. | 
John Kenneth Galbraith is currently j 
warning Republicans that what Thatcher's ^ 
monetarism is doing to social harmony 
could be extremely relevant to what Rea- 
gonomics may have in store for America’s ‘ 
plural society even as early as in 1982. 
But even if they may not be in a mood 
to listen to Cas'sandras at the present time 
when so many of them are drunk with the 
heady wine of the President’s popularity 
in his chosen constituency, the more sober 
among Reagan’s aides and advisers must 
surely sec that any degree of insensitivity 
on his part to the social and economic 
priorities of America’s allies must create 
more problems for his foreign policy 
which aims at concentrating (heir minds 
on the Soviet Union as a current and 
mortal peril to their individual or collec¬ 
tive security. 

i 

Democrats’ Challenge I 

I 

Even in the domestic economic context, 
despite the barrage of administration , 
publicity for the President’s boosted per- 1 
formance at Ottawa as the "natural” | 
leader of the Western Alliance, the hard i 
arguments over monetaiy or fiscal policies 
which Reagan was engaged in at thi.t con¬ 
ference had not gone in a manner that 
could have helped him in his debate with 
the Democrats in Congress on his econo¬ 
mic rccovciy programme. Right now the 
House Ways and Means Committee, on 
which the Democrats are in a majority, 
has come up with an alternative tax bill 
seen by the Republicans as a political 
challenge to the President’s own commit¬ 
ment to a 30 per cent tax cut across the 
board, spread over 33 months in three 
instalments of 9, 12 and 12 months start¬ 
ing fiom January next i.e, after three 
months into fiscal 1982. The Democratic ! 
version is a firm programme for fiscal ■ 
1982 and 1983, starting off with a five 
per cent reduction in January next, to be ! 
followed by another 10 per cent for the 
second full year. The Democrats, how- { 
ever, have offered a further cut of 10 per ! 
cent for fiscal 1983, provided the Presi- j 
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dent for his part agrees to this third in¬ 
stalment of tax cut being linked to eco¬ 
nomic recovery factors such as declines 
in inflation and interest rates, a pick-up 
in ONP growth and progress towards 
budgetary cquilibiium, all of which have 
been claimed by the Reaganites as the 
sure and certain ends of their liscal and 
monetary strategies. Although Reagan is 
attaching the greatest importance to tax 
legislation from the Congress reaching his 
desk by the first of August, he cannot 
accept a compromise in the form of the 
provisional character of the third instal¬ 
ment of tax reduction without giving in 
on his contention that a firm Government 
commitment to a three-year tax reduction 
programme is absolutely necessary to en¬ 
sure the takc-ofT in savings and invest¬ 
ment lates he is aiming at. His position 
is not made easy either by the Democrats 
stand that the tax reduction should not 
be across the board but should be tilled 
towards incomes below S50,000 The 
President leasons that his economic philo¬ 
sophy emphasises incentives where they 
will work most ctfectivcly to stimulate 
saving and inveslmant and that it there¬ 
fore forbids progression the tax structure 
as a means of redistributing income or 
wealth. 

Reagan's Difficulties 

However, Reagan’s difficulties arc not 
so much philosophical or even political 
as strictl> piactical Ircnically enough 
the more serious complications for his 
rccovci y programme have been created 
not by his political foes of the Democratic 
party but by bankcis and Wall Street 
pundits who should oidinarily have been 
his natuial allies Actually they are the 
people uho have been consistently sceptical 
' about the administration's projections of 
^ reductions in Government borrowing or 
‘ the elimination of deficits in the federal 
\ budget by 19S4 They have been finding 
\ it difficult all along to reconcile the bur- 
geoning dimensions of defence spending 
planned for the coming years with the 
1 Goveinment dating to commit itself in 
r advance to a thiee-ycar across-thc board 
tax cut, despite its seeking to balance the 
^ budget over the same period. It is true 
I that a Wall Streeter of impeccable cre- 
I dentials as the highly successfhl President^ 


until recently of Merrill^ Lynch, the last¬ 
ing firm of stock brokers, is now Secretary 
of Treasury and the President’s Chief 
Economic Policy Coordinator and spokes¬ 
man. It is true, again, that Donald 
Reagan professes to be a convert to 
supply-side economics which is supposed 
to provide the theory or the do 9 trine for 
the Reagan economic recovery pro¬ 
gramme. Nevertheless, Wall Street is not 
willing to take him seriously when he puts 
his weight behind the administration’s 
claim that it could clearly see interest 
rates coming down by the end of this 
year. 

What Wall Street is taking seriously is 
what it believes to be the all too likely 
inflationary risks of any give-away tax¬ 
cutting programmes and the impossibility 
in that context of the Fed staying with 


“Voodoo lconomics!” This is how 
George Bush, then running desperately 
as a presidential candidate, characterised 
Ronald Reagan's proposals to cut taxes 
a la Kemp-Roth- that is, by 30 per cent 
across-the-board in three equal instal¬ 
ments over thice years—^whilc escalating 
defence spending to double it m five 
years. As a candidate he lashed out 
against the front-runner for championing 
such palpably n responsible proposals 
which would boost federal deficits and 
feed inflation. Now as Vice President, 
he lashes out against Democratic law¬ 
makers for not pushing them through 
Congress with despatch and without 
question. It was a complete U tum. But, 
then, the journey thi ough political life is 
only too often dotted with this awkward- 
looking phenomenon. And it can, of 
course, be readily defended, even ex¬ 
tolled, by evoking what arc frequently 
regarded as superior virtues: loyalty and 
team play. 

Mr Bush was not alone in denouncing 
Kemp-Roth last year. Virtually all the 
Republican candidates—and to start 
with, there were a dozen of them—were 
in substantive agreement with him. So 
also were veteran economists of the 
Republican party, like Arthur F. Bums, 
George Schultz and Herbert Stein. 
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the administration's basic prescription for 
economic stability, viz, a stable and 
modest growth of money supply. Inte¬ 
restingly enough, even the faJfl in the in¬ 
flation rate to below nine per cent has 
kindled disquiet rather than handed out 
reassurance. Tbe argument is that when 
high interest rates subsist with a decline 
in the rate of inflation, the real rate of 
interest goes up beyond the money rate 
which is now high in itself, thereby fur¬ 
ther hampering economic activity further. 
Helmut Schmidt asked Reagan at Ottawa 
whether he realised that never since Jesus 
Christ drove the money-changers out of 
the temple had usury been the plague of 
honest folk to the extent that it was at 
present. The public relations people at 
the White House have yet to tell us what 
the President’s reply was. 


Even the so-called Keynesian econo¬ 
mists who are supposed to be far more 
tolerant to budget deficits wcie scared by 
the Kemp-Roth pioposal because of 
both the size and the liming of the tax 
cut it envisaged. Many of them consi¬ 
dered It downright foolhardy to take a 
bold leap into the unknown with a big 
thice-ycar cut when the economy was 
faced with too many imponderables and 
had time and again frustrated even the 
most seasoned forecasters in their quarter- 
to-quarter and year-to-year predictions. 
Voicing these misgivings, Professor Walter 
Heller, who was Chairman of President 
Kennedy’s Council of Economic Advisers, 
has on several occasions warned that 
Kemp-Roth would unleash the forces of 
^‘soaring deficits and roaring inflation", 
a position from which he has refused to 
resile despite the vociferous trumpeting 
of the newly-discovered virtues of the 
so-called supplyside economics by a youth¬ 
ful group of brash Reaganites. 

The extreme supplysiders argued that 
the marginal tax-cut they proposed would 
spur individual efibrt, promote producti¬ 
vity, and stimulate savings and invest¬ 
ment to such an extent that it would not 
only wipe oflF the extra deficits it caused 
initially, but would end up by bringing in 
net additional revenues. As evidenea,, 
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they have repeatedly mentioned that this 
is what happened after the tax cut 
introduced by the Kennedy administra¬ 
tion in 1962. This has been cited by 
President Reagan and his aides many a 
tinaie to bolster the Kemp-Roth case. In 
so doing they were of course not unmind¬ 
ful of the fact that evoking the Kennedy 
name in this context should help buy 
public support and dampen the opposi¬ 
tion of liberal Democrats. 

Yet, the analogy has hardly a leg to 
stand on as Prof. Heller, the main 
architect of the Kennedy tax cut. has 
been at pains to point out. First, there 
was no budget deficit in the Sixties when 
the tax-cut was enacted. Second, the 
cut was clearly targeted towards the 
business to provide incentive to business 
spending and expansion leading to a 
higher rate of GNP growth. Third, only 
when the economy was well on the way 
to recovery in the mid-Sixties were 
individual tax cuts introduced to provide 
demand-side incentives to growth. And, 
finally, the rate of inflation at that time 
was just above one per cent. Incidentally, 
the rate of savings did pick up after 
1964-65, but there are persuasive reasons 
to believe that it represented not the 
“supply-side’*, but the “demand-side” 
effects of the tax cut which brought 
about a hefty growth in real income. 

Anticipatory Buying 

How different conditions arc today! 
The budget may wind up with a deficit of 
up to S60 billion in the current fiscal 
year ending September 30 next. The 
size of the deficit in fiscal 1982 is any¬ 
body’s guess, but it could very well be 
of the same order. The rate of inflation 
should be lower, but even the adminis¬ 
tration does not believe it will be less 
than 8 to 9 per cent, a level high enough 
to spur extensive anticipatory buying by 
consumers, which in the last few years 
has become the order of the day. 

Mr Reagan has already been forced to 
make several significant compromises. 
To start with, the supply-side enthusiasts 
wanted to make the Kemp-Roth tax-cut 
the first order of business, arguing that 
its magic effects would more than offset 
the enlarged budget deficits; that, 
accordingly, there was no need to go in 


for a spending cut as well. Moreover, 
they were afraid that any attempt to get 
a spending cut from Congress, always 
the toughest task, might hold up, and 
even jeopoidisc, the lax-cut plan. 
Mr Reagan at first seemed ready to go 
along with them, but faced with power¬ 
ful opposition from several quarters he 
soon retreated. 

Conservative economists -- Arthur 
Bums, George Schultz and others— 
insisted that spending cut should go hand 
in hand with lax cut to keep down the 
budget deficit Paul Volckcr was even 
more emphatic on this point; he wanted 
tax cut to be malched, dollar for dollar, 
by spcndingcuts since enlarged deficits 
would lead to rocketing interest rales 
and hurt the economy. Many Congress¬ 
men and businessmen subscribed to the 
same view 1 ven the general public, 
according to opinion polls, were more 
keen on spending cuts than on tax cuts 
in the present inflationary environment. 

Clinching Argument 

But the clinching argument came from 
Wall Street -the behaviour of the bond 
market which \n as shaken by the pros¬ 
pects of huge dJicits and high interests. 
Bond yields so.ucd and prices slumped. 
Mr Reagan and his Budget Diiector, 
David Stockman, got the message. They 
were now leadsiocut spending sharply, 
also to dcla\ the effective date of the 
tax cut - from January 1,1981 as originally 
intended, to inly 1, and latci to 
October 1, in.il’ by nine months. 

Supply-sidci ^ no longer speak quite so 
glowingly of their tax cut as a magic 
spurtosavinp investment and pioducti- 
vity. The ncivasive scepticism has 
forced them to curb their excessive 
rhetoric. Ih ‘ distrust of financial mai- 
kets has instilled a sense of realism. 
Rcsearchcis have dug out a lot of facts 
to disprove the direct correlation they 
have assumed between a tax cut and the 
rale of savings. For example, in a 
recently published article in fortune 
(June 29|, F. Thomas Juster, Direc¬ 
tor of the Institute for Social 
Rercarch and Professor of Economics at 
the University of Michigan, has marshal¬ 
led considerable historical data to show 
that “there never has been a major shift 


in the savings rate for an extended ; 
period”. Besides, to judge from the 
consumer behaviour duiing the post-war 
years, across-the-board tax cuts, in his 
opinion, will have only a temporary 
effect. ’ 

Dramatic Fall 

In the last four ycais, the savings rate I 
has fallen dramatically, to four per cent or j 
slightly lower But like other economistSp | 
he attributes ihis to the new phenomenon 
of “buying ahead” at a time of high 
in ration by consumers who have been 
heavily going into debt for the purpose. 
What the administration could except 
to do IS to push the savings latc back to 
the long-teim norm of 6 to 7 per cent, 
provided it could bring down the rate of 
inflation to an acceptable level. 

Professor Juster makes two other points 
thataic worth noting. Fust, contrary 
10 the prevailing view, US consumers in 
recent years have been “squirreling 
away” about the same peiccntagc of; 
their income in cash savings as the West 
Europeans and nearly as much as the 
Japanese. Why, then, are the personal j 
savings rates abroad two to three times \ 
those in the US? His answer is that the i) 
use of debt abroad, unlike here, isjJ 
“niggardly”. During recessions the US| 
consumers do tend to increase their cash | 
savings, but their borrowings show' far| 
bigger declines, thcicby pushing up the 
net savings rate. J he opposite happens 
when the business cycle is in an uptrend. 

And second, theie is “absolutely no 
evidence” that a lax cut will produce 
more than a “temporary bungle” in th< 
s.ivings rate He predicts “with som< 
confidence” that the bulk -perhaps three 
quarters -of any tax cut would b< 
immediately saved, but only for about t 
quarter. And he -latcs, “with equa 
confidence”, that thereafter people woul< 
save and spend “normal propoitions” o 
the increased income derived from th 
tax cut. 

This last conclusion is now accepted a^ 
an established fact. This is what Milto^ 
Friedman arrived at after elaborate 
search on patterns of saving and cog 
sumption. Incidentally, it was thi 
contribution not his dubious monti 
tarism—which was cited as the mat; 
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reason for awarding him the Nobel prize 
in economics. 

The supply-siders’ hyperbole, one 
might say, received its coup de grace 
from John Kenneth Galbraith. In a 
recent York Times Sunday Maga¬ 
zine article he asked, with transparent 
sarcasm, thcdcvastatingly simple question: 
What are the very afHuent doing now? 
If a great burst of energy and investment 
must await the marginal tax cut, then 
their present performance must be 
‘‘deeply inadequate'’. It implies that 
corporate executives are now “relaxing 
on the job”, that the rich ha\e “aban¬ 
doned not only the work-cthic but the 
capitalist ethic” of striving to get ever 
richer. Then he added with a not-hard- 
to-imaginc chuckle: To suggest that 
American business executives are “soldier¬ 
ing off, engaged in mass malingering.... 
is fantasy and a good deal of an insult”. 

To demolish the Kemp-Roth myth has 
been easy. What is surprising, however, 
is that is should have so long occupied 
the centre stage of America’s public life. 
Yet, on reflection, it should not have 
been a surpiISC after all. Ronald Reagan 
whole/icatfed/y emhraiccJ the Kemp-Roth 
plan not as an end in itself, hut as a 
I means to an end. Ihs end was and still 
j ts •••not ec anomic . hut political 

Ideal Concept 

This tax cut concept ideally suited his 
purpose. It conjured up the vision of a 
rose-coloured future; it was well dressed 
up m the scientific jargon of supply-side 
economics and its parapharnalia; it fitted 
the mood of the time as epitomised by 

1 “ sition IS of California, it was new 
usive as it could not be tested by 
ical yardsticks of the past, 
r year voodoo economics served 
d Reagan resoundingly well. Aided 
rteCs economic blunders, it dclivcr- 
n a landslide victory. This year, as 
lent, he is using it to achieve a 
mt set of goals to cut down the 
al Government in si/e; to split and 
e the Democratic Party, permanen- 
possiblc, to build a Republican 
ion with the conservative Southern 
crats, the so-callcd “Boil Weevils”; 
1 more electoral victories in 1982, 
ally to win a Republican majority 


in the Lower House; and to retain the 
Presidency in 1984 for his party—or fof 
himself! 

Constructive Package 

A constructive package was worked out 
by the House Ways and Means Com¬ 
mittee under guidance of its Chairman. 
Rep. Dan Rostenkowski (D., Ill) It 
was intrinsically superior to Kemp-Roth 
in that it targeted the tax cuts diiectly to 
spur saving and investment, to give more 
relief to the harder-hit middle-income 
families rather than funnelmg large sums 
to the super-rich, and to reduce the maxi¬ 
mum tax on investment income (so-calkd 
“unearned income”) fiom 70 pei cent to 
50 per cent, which was a significant ges¬ 
ture to the lattci It was restricted to two 
years with a total of 15 per cent cut—5 
per cent in the first year and 10 per cent 
in the second. The overall budget deficit 
was almost halved to S20 billion The 
package had apparently the support of 
the contingent of conscivative Southern 
Democrats. The lower deficit was more 
reassuring to the marketplace. 

And what did the President do ? He 
held a meeting with the top Democratic 
leaders, quietly took their ideas and em¬ 
bodied them in his own package, declared 
that there would be no compromise on a 
thre-ycar across-thc-board cut though he 
was willing to reduce the 30 per cent cut 
(10-10-10) to 25 per cent (5-10-10), launch¬ 
ed on a nationwide campaign, and start¬ 
ed intense personal lobbying lo win over 
as many “boll weevils” as possible 
through sweet deals. 

As a last attempt to avoid a needless 
fight, some Congressmen suggested that 
the tax-cut be initially confined to two 
years as proposed by Rostenkowski on 
a 5-10 basis, but with a trigger clause 
that should the economy develop enough 
resiliency with a low rate of inflation, the 
remaining 10 per cent cut for the third 
year would go into effect. This was an 
eminently reasonably suggestion. But 
Mr Reagan promptly turned it down and 
insisted that he must have his three- 
year cut, 5-10-10 being his last word ; 
that this was necessary to provide 
“certainty” to taxpayers to facilitate their 
longer-range planning. And so an ad¬ 
ministration that is unable to predict the 
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economy's behaviour firom one quarter 
to another—it had expected a slowdown 
in the first quarter of 1981 when the real 
GNP actually zoomed by a stunning 8.6 
per cent—want to cut federal income tax 
by 10 per cent three years in advance, 
and this in the name of creating certainty 1 

How did he win over the boll weevils 7 
By the method that has long become a 
folklore of America’s public life : horse¬ 
trading. “rve never been courted in my 
life like I’ve been courted by the White 
House”, said one Southern Democrat, 
Representative Bo Ginn from Georgia. 
Apparently. Flotida Democrats have been 
assured of a special deal on sugar in ex¬ 
change foi their support. The oil-State 
Democrats have received special conside¬ 
ration on payment af royalty on oil. The 
Clinch River breeder reactor, a multi- 
billion dollar nuclear protect of Tennessee, 
another key Southern State, will receive 
special favours, despite widespread mis¬ 
givings about its safety as well as its 
economics. 

Striking Dual 

But the most striking, the most sweep¬ 
ing, and the most unprincipled deal lay 
somewhere else—in the pledge Mr Reagan 
gave that he would not campaign in 1982 
in the districts of those Democrats who 
supported his three-year tax bill. This 
was hter further elaborated on his be¬ 
half: Tf they voted against him on other 
programmes, then the pledge would not 
hold! They would have to be “sup¬ 
portive of his programmes as they go into 
the next 18 months”. In sum, support 
the President all along the line and win 
a safe election without having the trouble 
of raising funds and fighting an opponent 
—that IS the me.>sagc. By contrast, the 
full ferocity of the National Conservative 
Political Action Committee, an ultra- 
rightist body armed with huge funds, 
will be directed against those Senators 
and Representatives who dare oppose 
the President’s programmes. 

All this shows how personal charm can 
coexist with extraordinary political cun¬ 
ning. The budget, with its massive spend¬ 
ing and tax cuts, has been called a pro¬ 
gramme of economic renewal. In reality, 
it is being used as a vehicle for renewal 
of right-wing conservatism and of the 
Republican Party. 




Point of View 


Performance Budgeting 

Performance bugeting aims at correlating expenditure and 
achievement and is task-oriented. For assessment of performance, 
a functional classification of expenditure is more appropriate than 
an objective classification. Budget expenditure, according the the 
author, should be related to the function to be performed. 


According to the US Bureau of Budget, 
performance budgeting is one which 
presents purposes and objectives for 
which funds are required, the cost of 
programmes proposed for achieving 
these objectives and data measuring the 
accomplishment and, the woi k performed 
under each programme. The perfor¬ 
mance budget dnects attention to achieve¬ 
ment and not mere expenditure, both 
are significant elements in fiiiancial 
planning and expenditure authorisation. 

It have been realised that the classi¬ 
fication into objects of expenses docs not 
serve the purpose of evaluation of pro¬ 
gress in physical terras. Such a classi¬ 
fication may be appropriate for financial 
control, but is not appropriate for a 
review of actual accomplishment. For 
assessing performance, a funciional 
classification of expcndilure is more 
appropriate than an objective classifica¬ 
tion. Budget expenditure has to be 
related to the function to be pei formed. 

Under performance budgeting, the 
functions of the various organisational 
units have to be spelt out in terms of 
programme and activity and each 
programme and activity will have to 
be further sub-divided into sub-pio- 
grammes and component schemes. All 
schemes have to be set in terms of 
measurable products. Targets can be 
determined in terms of measurable units 
of physical performance. Assessment of 
performance will then be possible not 
only in terms of the amount of money 
spent but the accomplishment of targets 
also. 

The need for performance budgeting 
was expressed in the Lok Sabha as early 
as 1954. In 1958, the report of the 
Estimates Committee on budgeting 
refarms suggested that performance-cum- 


programme system of budgeting would 
be ideal for proper appreciation of 
schemes and outlays included in the 
budget specially in the case of large- 
scale developmental activities. 

In 1961, the Department of Eccmomic 
A (fairs in a memorandum drew attention 
to the requiicmcnt. The Estimates Com¬ 
mittee rcquiied that public undertakings 
should prepai l performance-cum-pro- 
gramme statemciits besides the business 
type of budget (or submission to Parlia¬ 
ment. 

The Management and Administration 
Division prepared a draft memorandum 
on introduction of performance budget¬ 
ing in India m the Cential Farm at 
Suratgarh, public works on national 
highways, telephone communication, etc. 
It also prepared a memorandum linking 
the heads of departments and the budget 
and accounts heads. 

Correlating Expenditure 

Performance budgeting aims at conc- 
lating expcndiluie and achievement It 
divides the totJl government operations 
into bioad (unctions, viz, education, 
irrigation, social welfare, etc. These arc 
further classdicd into programmes, and 
sub-classified into activities/projccts. 
Since this classijication is of basic impor¬ 
tance in peilormance budgeting, let us 
delinc these components formally before 
proceeding \\ith its other aspects. 

National (lOuls arc statements of 
highly desirable conditions towards 
which society should be directed. They 
may be defined by individuals, private 
organisations or governmental bodies. 
But most of them demand heavy outlay 
of eneigy and resources over extended 
periods of time, requiring hard choice 
among broad goals. 


Sunil Kumar Kumbhat 

Object I ves arc the stated purposes of 
an crganisation or an individual. 

Functions are the suh-divsions 
of the total government operations, 
which arc sought to be subserved by the 
funds voted by the legislature. 

Programmei arc the time-phased plans 
for allocating resouiccs and/or specifying 
the successive steps required to achieve 
slated objectives. An artiMty is a sub¬ 
division of the programme to which a 
known resouiccs will be supplied and 
preferably a single resource. 

Fundamental Difference 

Through suitable work load data, 
productivity factors, pc'iformance budget¬ 
ing is intended to indicate the work done, 
pioposcd to be done and the cost of 
carrying them out, both in terms of 
financjal and non-financial terms. It is 
to be noted llial the classification scheme 
of performance budgeting is analogous 
to the work break down structure in 
case of proiects planned by CPM/PERT. 
The fundamental difTerence between 
pcrfoimancc and traditional budgets lies 
in this classification. 

Performance budgeting is task (i.e. 
programme/functions) oriented. Task 
targets are sought to be set wherever 
work is quantifiable b> work load datft 
and productivity petIbrmance ratios^ 
or/and with nan alive statements since 
several outputs of govcrnmcnl operations 
are hard to measure Cost estimates of 
the tasks are made by means of unit 
and standard costs wheie possible. Thus, 
cognizance is taken of both financial 
and non-linancidl aspects of the plan 
during planning and reviews. It is to 
be noted that peiformance budgeting is 
not a complete break fiom the tradi*^ 
tional budget. It is an improvement only« 
and, through with much less emphasis^, 
the original objectwisc bias of the tradi-< 
tional budget is retained. Put in anotheg 
way, the data of the traditional budggi 
is suitably restructured to provide the 
afoersaid task orientation. i 
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Point of View 


Export Potential of Diesel Engines 


A. P. Singh 


The demand for diesel engines in the world market has grown from 
S5.1 billion worth in 1973 to 98.6 billion in 1976 and the current demand 
Is reckoned at % 10 billion. In spite of having a strong base, the Indian 
share in world market is very small. The author calls for a concerted 
action by the industry in its R&D efforts to improve the quality of its 
products, so that it is able to compete effectively in the world market. 
Small-scale units should concentrate their efforts in meeting 
domestic demands. 


DnSLi iNOiNf is an iraportani prime 
mover. It is used in a variety of agri¬ 
cultural, civil engineering, industrial and 
marine applicath ns. The majoi machi¬ 
nery items to which its use is mainly 
confined arc tractors, pumps, power 
tillers, load rollers, concicte mixtures, 
hoists, cranes, geiiciating sets, compres- 
> sors, drilling machines, fishing boats 
; and launches. 

Starting in eaily Thirties, the diesel 
I engine industry in India has made 
substantial progress. Currently, there arc 
^ 32 units making diesel engines in the 
I organised sector. In addition, nearly 
; 800 units arc working in the small-scale 
^ sector. Some of the latge-scale units 
t have foreign collaboration with such 
world renowned companies as MAN of 
i the Federal Republic of CJcrmany and 
I Perkins and Huston of the United 
j Kingdom. Although the units making 
I diesel engines are scattered all ovei the 
i country, they arc concentrated mainly 
j in Maharashtra and Gujarat, 

; The licensed capacity for the manu- 
jfacture of diesel engines is around 
4650,000 Details of installed capacity 
ijand production in the organised sector 
■I between 1976 and 1979 are given in 
4 Table I 

Besides the organised sector, an 
I installed capacity for the manufacture of 
about 300,0(10 d esel engines exists in 
the small-scale sector Against this 
capacity, the production in the sraall- 
Apale units is cstinuited at IM),0(K). 

The units in the organised sector 
manufacture diesel engines for all 
applications (including matinepropulsion, 
power generation and railway traction) 
[iSwith their range of power delivered 
Ett^rying between 4 HP and 1910 HP. 
further, horizontal and vertical engines 


Tabi n I 

Capacity and Production of Diesel l^ngines 
in the Organised Sector : 1976 and 1979 

(Thousand Nos ) 


the diesel engine industry has successfully 
sold its products in overseas markets. 
Its exports, which were valued at Rs 1.2 
crores in 1966-67 shot up to over Rs 36 
crores in 1978-79. The export target for 
1984-85 fixed by the Engineering Export 
Promotion Council is Rs 78 crores. 
Details of exports of diesel engines and 
pails between 1974-75 and 1978-79 arc 
given in Table II. 

Tabil II 


- — . 

-- - 



Exports of Diesel F ngines and Parts 

Year 

Installed 

capacity 

Production 

Capacity 

utilisation 

(%) 

between 1974-75 and 1978-79 

(Rs lakhs) 

Year Diesel Engines Parts Total 

1976 

314 

JIO 

45 

^ . ..... 

1977 

314 

136 

43 

1974-75 1124(46.4) 1298(53.6) 2422 

1978 

337 

14() 

41 

1975-76 1177(43.8) 1509(56.2) 2686 

1979 

331 

144 

43 

1976-77 1444(45.4) 1734(54.6) 3178 

■ 1977-78 1519 (42.6) 2044(57.4) 3563 

sSource : 

Directorate General of Techni¬ 
cal Development, New Delhi. 

1978-79 16^0(44.9) 2013 (.55.1) .3653 


made in this sector have both air and 
water cooled system. Against this, the 
products of the small-scale units arc 
generally meant for agricultural applica¬ 
tions and their power ranges between 5 
HP and 30 HP. fhe engines manufac¬ 
tured in this sector are generally water- 
cooled and based on Lister, Blackstone 
and Peter models Recently, a manu¬ 
facturer in Gujarat has, however, deve¬ 
loped an engine on the Yanmar design. 

Apart from meeting domestic demand, 


Note ; 


Figures in bracket show percen¬ 
tages to total. 

Source : Monthly Statistics of I orcign 
Trade of India, DCI & S, 
Calcutta. 

Of the total exports, nearly 80 per 
cent are accounted for by stationary 
engines and the balance by automotive 
and marine engines as shown in variety- 
wise export of diesel engines and parts 
in Tabic III. 

In all categories of engines exported 


Tabil III 

Variety-wise Exports of Diesel Engines and Parts from India in 1978-79 


Marine 
Automotive 
Stationary 
Parts of fiicl i 
equipment 
Others 
Total 


Diesel Engines 

Parts 

Total 

224.9 (13.7) 

29.1 (1.4) 

254.0 ( 6.9) 

94 2 (5.8) 

567.1 (28.2) 

661.3 (18.1) 

1320.7 (80.5) 

cction 

962.2 (47.8) 

2282.9 («.5) 

— 

305.6 (15.2) 

305.6 ( 8.4) 

— 

148.6 (7.4) 

148.6 ( 4.1) 

1639.8 

2012.6 

3652.4 


Note : Figures in bracket show percentage to total. 

Source : Monthly Statistics of Foreign Trade of India, DCI & S, Calcutta. 
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from India, the vertical type, however, 
constitutes a major share. Again, these 
are mainly low powered (up to 10 HP) 
{ and generally used for agricultural 
purposes. 

Although India has exported diesel 
engines to the developed countries of 
the USA, the UK. and West Germany, 
its principal markets arc confined to 
countries of Asia and Africa. The 
share of major markets (calculated on 
the basis of 1978-79 data) are as follows : 

Diesel Engines : Saudi Arabia (22%); 
Egypt (20%); Nigeria (5%); Thailand 
(5%); Sudan (5%); UAE (4%); Syria 
(4%) and the USA (3%). 

Parts; West Germany (47%); Iran (5%); 
Sri Lanka (4%); Sudan (4”„); Saudi 
Arabia (4;*;,); the UK (3 *';,); Egypt 
(3%); Nigeria (3«;,); Thailand (3\,) 
and Italy (3"J. 

The Diesel engine industry is beset with 
a number of problems on both produc¬ 
tion and export fronts. These relate 
mainly to availability of raw material, 
quality control, fluctuations in domestic 
demand, R&D efforts and after-sales- 
service. In this context, the position 
of the large scale sector is much better as 
compared to the small-scale sector. 

^ Raw Material 

The difficulty in respect of raw material 
pertains to inadequate availability of 
pig iron, coke, scrap and mild steel and 
the continued rise in their prices. It is 
understood that units, particularly in 
the small-scale sector do not get their 
full requirements of these items from the 
controlled sources and as a result of 
this, they have perforce to buy a subs¬ 
tantial part of their supplies from the 
open market paying huge premium. 
Apart from high prices, the material 
obtained from the open market is 
generally found to be sub-standard and 
affects quality of the final product. 

The R&D efforts of the industry are 
also lacking. As against our heavy and 
conventional designs, the diesel engines 
^ manufactured »nd sold abroad are 
compact, streamlined and have sophisti¬ 
cated appearance. Further, it is under¬ 
stood that the diesel engines currently 
being manufactured in India have a fuel 


consumption rate of 200 to 280 gm per 
horse power per hour as against the 
international rate of 150 to 160 gm. 
The wide difference needs to be narrowed, 
not only because diesel oil is scarce and 
costly but also because more and more 
small and marginal farmers should be 
enabled to use diesel engines. All this 
would require considerable amount of 
R&D effort for closing technological 
gaps between indigenous products and 
those available abroad as also for modi¬ 
fying engine designs for reaching the 
ideal power to weight ratio. 

The demand for die.sel engines in the 
domestic market is very uncertain and 
fluctuates widely depending upon mon¬ 
soon conditions, quantum of Government 
assistance for agruultural production and 
plans for rural electrification. As a re¬ 
sult, the moilalit> rale of units in the 
industry is very large. 

Plight of Small Sector 

Again, while the organised sector units 
have their ct'niniitted programmes of 
manufacture and export, the small-scale 
units which mainlv operate through mer¬ 
chant exporters often come across un¬ 
steady situations when the later choose to 
exporting some other more lucrative pro¬ 
ducts. Such apioblemcan however, be 
tackled by forniing export consortia 
among the small-stale units. 

Barring a few bp' companies which have 
cither established their own offices or 
madcarrangemcnis with some local distri¬ 
butors overseas, most of the units in the 
industry encounter considerable dilfi- 
culty in locating a suitable person to look 
after the requncments of after-sales- 
service abroad This happens mainly, 
because most of the good agents/distri¬ 
butors in the tiadc are already tied-up 
with leading manufacturers/exporters of 
diesel engines in the world. Although the 
ultimate solution to this problem would 
lie in India s gain ng some lespectable 
position among the popular brands of 
diesel engines sold abroad, some way to 
succeed in this context can, however, be 
found by motivating certain local dealers 
through offering improved products and 
liberal price and other incentives. 

World imports of diesel engines have 


grown from US $5.1 billion in 1973 to 
US $8.6 billion in 1976. Although data 
for subsequent years are not available, the 
current demand for diesel engines in tha 

Table IV 

Principal Suppliers of Diesel Engines in 
the World and their Exports between 
1975 and 1977 


(US $ Billion) 


Country 

1975 

1976 

1977 

USA 

1.7 

1.9 

2.7 

West Germany 

1.4 

1.5 

1.1 

UK 

0.9 

0.9 

1.0 

Canada 

0.5 

0.8 

0.9 

Japan 

0.5 

0.7 

1.0 

France 

0.5 

0.7 

0.7 

Italy 

0.3 

0.3 

0.4 

Sweden 

0.2 

0.3 

0.2 


Source : Yearbook of International Trade 
Statistics, U.N., New York, USA. 


world is reckoned at US SlO billion. Ac¬ 
cording to 1977 data, the imports of major 
buyers of diesel engines in the world arc: 
the USA (US $1.9 billion); Canada (US 
$14 billion); France (US $0 6 billion); 
Belgium (US $0 5 billion); West Germany 
(US $0.5 billion), the UK (US $0.4 

Table V 

World Leaders in Diesal Engines 


Brand 

Application 

Yanmar 

Marine, industrial, agri¬ 
cultural and construc¬ 
tion. 

Kubota 

All appheations 

Mitsubishi- 

Generator, construc¬ 

Katsuia 

tion, irrigation, agri¬ 
culture, marine propul¬ 
sion and auxiliaries 

Lister 

Industrial and agricul¬ 
tural 

Isuzu 

Automotive 

MAN 

Marine and stationary 

Detroit Diesel 
(6 M) 

Mobile and stationary 

Volvo Penta 

Small marine and stH^ 
tionary. 
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billion); Italy (US S0.3 billion) and 
Sweden (US SO.2 billion). Details of 
principal suppliers and their exports bet¬ 
ween 1975 and 1977 are given in Table IV. 

Of the world imports, nearly 75 per 
cent is accounted for by developed coun¬ 
tries and the balance by developing eco¬ 
nomies. Further, a study of various mar¬ 
ket surveys conducted by the IIFF, TDA 
and EEPC shows th it world market for 
diesel engines, particularly in the develop¬ 
ed countries is dominated by Japan, the 
USA, the UK and West Germany. Details 
of world leaders in diesel engines and their 
applications are indicated in Table V. 

Most of the diesel engines made under 
these brands are compact, light weight and 
have attractive appearnace. Their fuel 


efficiency is also substantial. For these 
reasons, they have a definite preference 
against our heavy and ruged designs. 
Owing to some consideration of durabi¬ 
lity, price competitiveness, low mainte¬ 
nance cost and simpler end-use, India has 
been able to sell its products to certain 
countries of Asia and Africa. This trend 
is, however, not likely to continue for 
long. It is further understood that Japan 
which is our main competitor in these 
regions is gradually withdrawing from 
the manufacture of low horse power 
engines. This place is, however, being 
occupied by South Korea which is now 
emerging in the field for the supply of 
such products. 

In conclusion, while India may be able 


to compete effectively with South Korea 
(due to its strong production base and 
early start in the industry) and sustain 
its exports for some time in these 
markets, the medium and long-term 
strategy, both maintaining its present 
level of export and expanding it further, 
would call for switching over to the pro¬ 
duction of light weight, compact, attrac¬ 
tive and efficient products. Keeping in 
view the financial resources and industrial 
structure of units in the country, it would 
be better if the large-scale units gradually 
concentrate on the production of sophistic 
cated items and small-scale industry con¬ 
fines itself to the manufacture of its exist¬ 
ing product range and increasingly im¬ 
proves its quality. 
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Fociu on lndu§try 


Enough Capacity in Mining Equipment 


Considerable progress has been achiev¬ 
ed in the manufacture of mining equip¬ 
ment in the country both in the private 
as well as public sector. The Ministry of 
Industry, therefore, has became highly 
selective in granting further establishment 
of units or expansion of capacity. 

Recently the Industry Ministry has fro* 
zen the capacity for the manufacture of 
self-advancing powered roof supports 
required for underground mining. The 
latest decision has come as a surprise to 
the Andhra Pradesh Heavy Machinery 
and Hngineeiing Ltd, which wanted to 
manufacture self-advancing powered roof 
supports with foreign technical know-how. 
The company had proposed an annual 
capacity of 500 sets. But its application 
was rejected. 

The Industiy Ministry justified the reje¬ 
ction on the ground that applications of 
other parties weic also rejected earlier. 
These included TEXMACO of Calcutta, 
Mukand of Bombay and Usha Telehoist, 
Calcutta. 

Adverse Effect 

It explained that any further capacity 
if granted, would adversely affect the 
existing two public sector manufacturers 
—Mining and Allied Machinery Corpora¬ 
tion (MAMC) and Jessops. These under¬ 
takings are in a position to meet the entire 
demand for roof supports, it is claimed. 

While the level of production of the 
reputed foreign companies with whom 
MAMC and Jessops have collaboration 
is above 50 systems a year, estimates of 
indigenous procurement are not in excess 
ofabout7to 10 per year. One of the 
estimates put the demand at the most five 
a year to be divided between the two 
manufacturers. 

It is in the context of such limited de- 
^ mand that a further fragmentation of 
capacity, and thereby pre-empting the 
economies of scale larger batch pro¬ 
duction, is not being considered desirable 
by the Oovemment. In view of the high 


cost of the production requirements, in¬ 
cluding patterns and tooling, even two 
sources for such a demand have disadvan¬ 
tages with regard to the cost of 
production, 

Greater standardisation has also a bear¬ 
ing on the supply of spare parts and 
better servicing of the systems later. The 
more the variety and the proliferation of 
designs the more will be the difficulties 
later, it has been pointed out. 

Self advancing roof supports are an 
important part of mining equipment, 
which includes coal cutters, loaders, con¬ 
veyors, haulages, rotary drills, electiic 
locomotive, electuc winders, props, coal 
washeries, vibiating screens, feeders, etc. 
which are used in the underground mines 
and also other allied equipment for coal 
washeries. 

Considerable capacity for coal mining 
machinery has hcen built up over the 
years. At present 14 units arc licensed 
including M/s Mining and Allied Machi¬ 
nery Corporation, Durgapur, and four 
units are registeicd for different items of 
mining machinery The industry is now 
capable of mceiing a large part of the 
demand in the country in respect of a 
wide range of mining machinery like coal 
cutters, loadei haulages, drills etc. 
and in respect oi H>me of these items, it 
is in a position lo offer them for export. 

The total approved capacity in this 
industry is esi mated at Rs 5,780 lakhs 


out of which the installed capacity is 
R$ 4,235 lakhs. In addition, letters of 
intent have been issued to one unit for a 
total capacity of Rs 1,720 lakhs per 
annum for the manufactuie of props. 

The production during the last five 
years was as under : 


(Rs lakhs) 


1974-75 

478 

1975-76 

769 

1976-77 

1.440 

1977-78 

1,700 

1978-79 

2,500 


Theic is undci-utilisation of capacity 
in this industry and many of the existing 
manufactuieis have diveisificd their pro¬ 
duct base and have taken up production 
of items like port handling equipment, etc. 
Coal India Ltd has taken up a major 
programme of replacement, lationalisation 
and modernisation of the machines used in 
the coal mines. The objective is to raise 
coal pi eduction to about 200 million 
tonnes duiing next few yeais. Major in¬ 
crease in production from underground 
mines is by mechanised long wall faces. 
These would require extensive use of 
shearers and self-advancing roof supports 
which arc also man ifacturcd in the coun¬ 
try. Similarly, there will be substantial 
requirement for d ag-lincs, shuttle cars, 
pneumatic rocket shovel, raise climber 
and ship installations. 


—Hardev Singh 


NOTICE 

Due to increase in foreign postal rates the foreign 
subscription rates of EASTERN ECONOMIST have been 
revised as follows: 

ANNUAL (Surface Mail) : $ 50 or £ 25 

CHIEF EXECUTIVE 

------- 
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STATE OF THE 
ECONOMY 


Cement Price Revised 

Thb Union Government has 
increased both the retention 
and the consumer prices of 
cement with effect from May 
22. While the retention price 
was raised by Rs .34.74 per 
tonne (Rc 1.74 per bag of 
50 kg) the consumer price 
was increased by Rs 81.91 
a tonne (Rs 4.10 per bag 
of 50 kg). An announce¬ 
ment by the Industry Ministry 
stated that the increase in the 
retention prices to the cement 
producers takes into account 
the escalations in the input 
costs for the period up to 
May this year 

In view of the continuing 
power cuts in a number of 
cement producing States which 
adversely alTect cement out¬ 
put, the Government also ex¬ 
tended the scope of the subsidy 
.scheme for generation of 
power from captive power 
plants to cover generating sets 
installed by cement factories 
after October I978~thc date 
up to which the scheme is 
applicable till now. But the 
incidence on this account will 
be borne by the Cement Regu¬ 
lation Account and the con¬ 
sumer price of cement is not 
proposed to be raised on 
account of this facility. 

Last year the Government 
had increased the retention 


by about 19 per cent com¬ 
pared with the same pciiod 
last year. 

Industrial Production 
Indox Falls 

The monthly index of in¬ 
dustrial production (base 1970 
" 100) for April showed 
a f'tll of 11.7 per cent com¬ 
pared with the previous month 
The index stood at 1 % 2 
against 176.9 m March this 
ycai. 

But the April index was 
higher by 12.5 per cent when 
compared with the same month 
last year (133.8). 

The fall in April agiiiist 
the previous month was 
accounted for mainly by lower 
output of electrical machun iy, 
apparatus, appliances <ind 
supplies, mining and quar¬ 
rying, transport equipment 
and basic metal indiistiics 
against the marginal increase 
in production of metal pro¬ 
ducts except machincMv .md 
transport equipment, he\er- 
age industries and footwear, 
other wearing apparel .md 
made up textile goods, aici'^d- 
ing to an official release 

The index numbers oi in¬ 
dustrial production foi lach 
month from January, 19' > to 


April, 1981 are given below. 
All figures are provisional. 

Import Duty nn 
Vogntable Oils 

Having regard to their inter¬ 
national and local market 
prices. Government have 
decided to increase the im¬ 
port duty from the present 
level of 12.5 per cent ad 
valorem to 42.5 cent ad 
valorem in respect of five 
vegetable oils, naniel>, Palm 
oil, Rapeseed oil. Soyabean 
oil, Sun I'lowcr oil and Palm 
olienc. On similar considera¬ 
tions, customs duty (basic H- 
auMliar>) on Coconut oil has 
been stepped up fiom 60 per 
cent ad valorem to 80 per cent 
ad valorem These changes 
take cITecl from July 18, 1981 
The above increases do not 
affect the lowci rale ot import 
duty presently applicable m 
the case of imports of vege¬ 
table oils through the Slate 
Trading Corporation, which 
supplies these oils lo vanas- 
patj manufacturers and State 
Governments for the public 
distiibution system. These 
duty changes .should not affect 
the total availability of these 
oils and their prices. 

Trade Agreement 
with Ghana 

India and Ghana have 
agreed lo giant Most 
Favoured-Nation treatment lo 
each other’s trade and to mei- 
chant vessels This is one of 
the outstanding feature o1 a 
trade agreement finalised le- 
cenlly when a seven-membei 
Indian delegation led by 
Mr K P. Anand, Joint Sec¬ 
retary m the Ministry of Com- 


price by Rs 13.65 per tonnes. 

Aithrkll&ll thfk an. 

Month 

1979 

1980 

1981 

illw 1I1IV.C all" 

nounced in August but it 

January 

158.6 

154 0 

166 5 

took retrospective effect from 

February 

152.2 

149 0 

161.1 

May 3, 1980. At that time 

March 

168.8 

160.3 

176.9 

the consumer price was not 

April 

146.0 

138.8 

156 2 

raised. With the latest in¬ 

May 

146,4 

143.4 


crease in retention prices, the 

June 

141,3 

141.2 


Government expects that pro¬ 

July 

144.6 

147 9 


duction of this essential com¬ 

August 

147.3 

148.4 


modity will be stepped up, 

September 

145.6 

150 3 


thereby reducing the gap bet¬ 

October 

143.8 

151 2 


ween demand and supply. Pro¬ 

November 

145.8 

153.8 


duction in the first three 

Decem^r 

Average 

15.3.5 

169.5 


months (April-June) of the 

149.5 

150.7 


current financial year was up 
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mercc visited Ghana. The 
agreement provides for estab¬ 
lishment of a joint committee 
consisting of representatives 
of both counliies to keep 
under review the implementa¬ 
tion of the provisions of the 
agreement and to examine 
proposals aimed at further ex¬ 
pansion and diversification 
of trade between Ghana and 
identify piopci areas for in¬ 
dustrial cooperation. It also 
piovides that the payment for : 
goods would be effected in a i 
convertible curiency accept -1 
able to both sides. j 

The agiccmcnl will be for \ 
thiee years’ duration in the 
lirst instance with provision 
foi renewal lor further periods, 
l/niler the agreement Ghana 
will export lo India diamonds, 
cocoa beans, cocoa products, 
railwd> sleepers and otherl 
limber and wood pioducts etc, 
while India w'llj export to 
Ghana tea, jute manufactures, 
light engineering and capital 
goods, t>ies and tubes, phar-| 
macculicals and chemicals cteJ 
During the course of their 1 
stay m Gh.uia, the Indian! 
delegation also had discus-}, 
sions with the Ministers ofi 
Finance and 1 conomic Plan-'*^ 
mng, Lands and Natural Re-, 


Science and Technology. As)(, 
a result of these discussions^ 
It was agreed that Ghana will? 
sell diamonds direct to India^ 
at a pnee to be negotiated 
ficmi time to time It was 
1 III ther agreed I hat the Govern¬ 
ments of Ghana and India 
would cooperate m the cx- 
ploialjon and exploitation 
of Ghana's diamond resources, 

T oi this puipose, a technical 
team of experts Horn India 
will arrive in Ghana within 
the ncxi three months. The 
Indian delegation further as¬ 
sured Goveininent of Ghana 
that the Government of India 
would consider any additional 
requests for credits on soft 
tcims for supply of machinery 
and equipment (or mutuallyP 
agreed projects f 


Shoe Uppets for GDR t 

An additional contiact fcKftt 
the export of 498,(X)0 paifttS 
of leather shoe uppers valui^f 
at Rs 4,4 crore to GDrI 

31,1981 ? 

4 



was signed between the State 
Trading Corporation and 
the GDR agency—InterpcI/ 
This IS the second major 
contract negotiated bv STC 
with GDR in the current year 


Trade with 
iatin America 


Mr Pranab Mukhcricc, 
Union Minister of Commerce, 
Steel and Mines, convened 
a two-day meeting of Indian 
heads of mission and com¬ 
mercial representatives in 
Latin America m Buenos 
Aires on July 27 1981 The 
Mmistei accompanied by 
Commerce Sccictdr>, Mr P K 
Kaul, and other senior offi¬ 
cials, left foi Argentina on 
July 25, 1981 to attend the 
meeting The meeting consi¬ 
dered the economic chaiac- 
teristics of I at in America and 
evaluated a strategy of 
increasing India's trade and 
economic cooperation with 
countries of this region 


Duiing his stdv in Buenos 
Aires, the v ommerce Ministei 
held bilateral talks on tiadc 
mattcis with his counterpnts 
in Argentina Area to be 
covcied during these talks in 
eluded joint venture^ with 
special reference to ^ugar mills, 
textile mills m ichinc tools, 
petrochemical complex, hy- 
roelectnc powei and con 
sultancy proiecls and services 
During the li\c years 
period 1975-76 to 1979 80, 
India's expoits to lalin 
America inci eased bv 5 5 per 
cent, the annual growth being 
as low as 1 I pel cent the 
lowest n hard ciirrciiLy area 
In terms of value the averige 
annual exports wcic about 
Rs 20 crores With icgaid to 
imports fiom latin Ameiica, 
it registered a growth of 22^^ 9 
jper cent, the highest when 
ieompared to all the othei 
fOiajoi tcrnloiial segments 
kWheieas Latin America 
Wcounted foi 0 ^ p^r cent of 
.India’s total expoiis during 
^1979-80 Its share in India's 
Itotal imports was J 1 per 
^nt An analysis of trade 
Itguies for the ycai 1978-79 
'and three yeat's average of 
^76-79, indicate that the four 
hmjoi countiics, Vene/ueld, 
P^zil, Aigcntina and Mexico 


together accounted for 70 per 
cent of our exports and 88 
per cent of our imports, to 
and fiom lattn America, the 
two way trade being ^8 per 
cent In the Carribbean legion 
Trinidad and Tobago was our 
major trading partnei follow¬ 
ed by the Neterlands Antilles, 
Guyana and Surinam 
India’s export, to Latin 
America mainly compiise of 
jute pioducts, lac, shellac, 
natural gums, spices and 
handicrafts However, the 
country has achieved consi- 
deiable success in diversifying 
hci exports to I atin America 
and, currently, a sicniheant 
share is accounted lor bv 
non-traditional items of export 
such as dyes and intermediates 
cotton textiles and gaimcnls 
and cngmcciing pioducts like 
automobile parts and compo 
nents diesel engines and paits 
bicycle parts, hand tools small 
and cutting tools, tclcphont 
equipment, office machineiv 
electric motois etc Imporis 
from Latin Amciica include 
petroleum ciude, cereals soyn 
bean oil, tung oil, carnaiiba 
wax, gucbiacho extracts, (ot- 
ton, uncut diamonds and 
emeialds, non-lerrous metals 
iodine, ores and concentrates 
of tungsten, phosphoric acid 
citric acid, paper, tishmg 
trawlers etc 



What makes 
Koras Telex 
andTProls 
the best buy? 



Indo-Kenyaan 
Economic Cooporation 

India and Kenya havt 
identified machine tools, spire 
puts toi defence, textile weav 
ing and leathei and tannine 
projects to be taken up for 
carl> implementation untlci 
Kenya and India coopciation 
programme foi industiul 
development in Kenya In 
addition, the two count? les 
have also formulated proposals 
with regard to survey for maiui 
facluiing of pesticides, p^is 
pcctivc plan for development 
and setting up research and 
development facilities foi elec¬ 
tronic industry, assistance to 
Kenya Industrial Research and 
Development Institute, develop¬ 
ment of agricultural machinciy 
and assistance to Kenya 
Bureau of Standards with re¬ 
gard to standardisation and 
quality control Board para- 
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meters, scope'^aod size of the 
projects have also been identic 
. fied and time bound action 
' plans agreed to. 

This was the outcome of 
detailed discussions between 
an Indian delegation led by 
Mr K.P. Anand, Joint Sec¬ 
retary in the Ministry of Com¬ 
merce, who recently visited 
Kenya and officials of the 
Kenyan Government. The 
visit of the Indian delegation 
was a followup on the decision 
taken during the visit to India 
by the Kenyan Presidcnl, 
Hon D.T. Arap Moi, when 
it was agreed that such a 
I delegation will visit Kenya to 
^ undertake identification of 
specific projects of collabora¬ 
tion between the two countries 
and to investigate further areas 
of cooperation in trade and 
industry. 

The* Indian delegation 
during their stay in Kenya, 
also had detailed discussions 
on soft-ware support of ck- 
perts to that country and 
training in India. On train¬ 
ing it w:»s agreed that there 
was need for further consul¬ 
tation in respect of cer¬ 
tain proposals made by the 
Government of Kenya. It 
was also recommended by the 
i Indian delegation that a 
specialised team from India 
should visit Kenya to prepare 
a detailed project report on 
the establishment of a Small 
Industry Extension Training 
Institute. A hundred million 
rupees line of credit between 
the Industrial Development 
Bank of India and the In¬ 
dustrial Development Bank 
of Kenya was also discussed by 
the officials and it was agreed 
that the officials of the two 
banks would meet soon to 
finalise the relevant details. 

India International 
Trade Fair 

For the first time ever, 
Indian and foreign partici¬ 
pants at the India Inter- 
national Trade Fair, to be 
held here in November, would 
be permitted to sell their 
goods to customers on the 
spot. A limit of R$ 50 lakhs 
of sale for a national pavilion 
nn4 Rs 15 lakhs for private 


parties has been howcver7fixed 
depending on the size of the 
pavilion. 

Mt Mohammad Yunus, 
Chairman of the Trade 
Fair Authority of India, told 
a press conference recently, 
the rules have been altered 
for the first lime as an in¬ 
centive to developing countries 
like Sri Lanka, Burma and 
Pakistan to participate in the 
fair. 

Mr Yunus said, Pakistan was 
participating in a big way in 
the fair and would have the 
second largest pavilion with 
a floor space of 2,000 sq. 
metres. Since this was the 
first time that Pakistan was at¬ 
tending an Indian fair they 
were anxious to make the show 
'very very attractive’. 

Of the 44 participating coim- 
Iries, Soviet Union \sill 
have the largest pavilion C(>\er- 
ing 2,500 sq. metres. 

Mr Yunus said more coun¬ 
tries were expected to send 
in Ihcir entries and he hoped 
the number would go up to 
50 by the lime the fair opens 
on November 14. 

Central Coalfields 

The Central Coalfields Ltd 
(CCL)—one of the five Coal 
India subsidaries—has made 
a profit of about Rs 77 ei oi es 
last year (1980-81), four erore 
rupees higher than estimated 
earlier. On this basis, the 
profit margin works out to 
Rs 28 a tonne. 

Official sources in Ranchi 
neither confirmed nor denied 
this information, beyond stat¬ 
ing that an intensive audit 
was going on and they were 
not permitted to give out profit 
and loss account figures. 

This could happen because 
of a number of redeeming 
features of the CCL’s pattern 
of working. The first factor 
is its managerial efficiency. A 
team is now being set up by 
the Centre to find out what 
level of management efficiency 
has been attained in difl'crenl 
spheres of CCL. 

The most important factor 
is high OMs (1,60)—highest 
in the coal industry—and the 
comparatively low strength of 
the work force, ( 110 , 000 ) 


maintained steadily over the 
last seven years. 

The third factor is that 80 
per cent of CCL’s operation 
is mechanised and from open¬ 
cast mines. 

Exports of Man-mado 
Fabrics 

The Government has amend¬ 
ed the export policy relating 
to man-made fabrics and yarns. 
On a review of the policy, 
it has been decided that re¬ 
quests for allowing exports 
of nylon filament yarn, polyes¬ 
ter filament yarn, rayon fila¬ 
ment yarn and viscose staple 
fibre will be considered on 
merits. 

However, according to a 
public notice the export of 
synthetic blended yarn con¬ 
taining 50 per cent or more 
of synthetic fibre, nylon staple 
fibre, polyester fibre and 
viscose staple fibre spun yarn 
will continue to be allowed 
within limited ceilings subject 
to minimum export price 
restrictions. Ceilings for these 
items have been placed at the 
disposal of the Joint Chief Con¬ 
troller of Imports and Exports, 
Bombay, and will be allowed 
on first-come, first-served basis, 
it is slated. 

New Definition of 
Smell Units 

A communique issued by 
the Ministry of Law, Justice 
and Company Affairs says that 
at present, provisions of 
Section 58A of the Com¬ 
panies Act, 1956 and the rules 
namely the Comf>aries (Accept¬ 
ance of Deposits) Rules, 1975 
do not apply to a company 
which is a small-scale in¬ 
dustrial unit : (i) Whose paid 
up capital and free reserves 
did not and does not at any 
time exceed Rs 3 lakhs and 
which invites or accepts de¬ 
posits from not more than 50 
persons; (ii) which invites or 
accepts deposits and whose 
outstanding deposits at any 
time do not exceed the aggre¬ 
gate of its paid up share 
capital and free reserves. 

For this purpose, a small 
scale industrial unit means any 
industrial undertaking' re¬ 


gistered with the Directorate | 
of Industries or Small-Scale I 
Industries of the Slate Govern- | 
raent in respect of which the | 
investment in plant and | 
machinery is not in excess of| 
Rs 10 lakhs. ^ 

The Central Government in I 
consultation with the Reserve! 
Bank of India, has now de¬ 
cided to raise the limit of I 
investment from its existingi 
Rs 10 lakhs to Rs 20 lakhs | 
efl'ective from the date of the| 
publication in the Gazette of| 
India. 

CD Withdrawal for 
Old People 

Persons who have attained 
the age of 70 years can with¬ 
draw the entire amount rf 
compulsory deposit to theiW; 
credit along with interest due^l 
I'his is provided under suf 
Section (lA) of Section 8 
the Compulsory Deposi 

Scheme (Income Tax Payci ‘ 
Act, incorporated in the! 
Finance Act 1981, For a petT- 
sons who attained the age ofe 
70 years before April 1, ]981,| 
the right to withdraw the abov^; 
amount has become due ou| 
June 1, 1981. Persons attattl4 
ing the age of 70 ycais durin# 
the financial year 1981-82 wif^ 
be entitled to refund/repaymcBi 
on April I, 1982. In case tl»^ 
amount is not withdrawn, itfl 
would continue to earn interesfl 
as a Compulsory Depo8it| 
under the scheme. 

Release of Sugar 

The Government of Indii 
has ordered the relcasfiH 
of 441,000 tonnes of sugai| 
for internal consumption ft 
August, 1981. U will consiafl 
of 271,000 tonnes of levy quotlM 
and 170,000 tonnes of free 
quota. The monthly releasci 
of free sale sugar arc beinj 
regulated so as to ensure acP 
equate supplies in the raarket| 
at reasonable price Icvelsii 
Government has also negativei 
the request of the sugar indusi 
for extending the validity peri 
for the delivery of July T 
free sale quota upto At 
15, 1981. Any shortfal' 
delivery by the factories ogali^l 
the freesi^ quota released fo| 



- 

rWy, 1981 will be viewed 
ij seriously by the Government 
towards this end the 
,'<Jovernment will be monitoring 
the position very closely. 

I Tourist Arrivals 

There has been substantial 
; increase in tourist arrivals from 
‘.Central and South America, 
Africa and South-Fust Asia 
» during the first five months of 
‘ the current year as compaicd 
to last yeai. I'lom Central 
and South America, the ma\i- 
mum increase of per cent 
was rccoided h\ Mexico fiom 
where 1761 tourist sanivedin 
India during January-May, 
1981 as against 1,141 tourists 
in the corresponding period of 
1980. The incieasc in case of 
.Argentina and Brazil was 60.5 
and 22.2 pel cent icspcctivdy. 
r In all 4,441 louiisl aiiixals 
were recorded from the Cential 
and South American coun- 
‘ tries during this period as 
: against 2,828 in the same 
period of 1980 icgislcnng an 
overall increase of 57 per cent. 
;From African countries, 
Kenya registered 63.8 per cent 
^increase in sending tourists 
‘to India, followed by South 
Africa 34 6 per cent, Mauri¬ 
tius 32 per cent, IJMl 14,6 
.per cent and Sam/ania 13.4 
Mrcent. In all, touusjl anivals 
I from Africa mcieascd to 
17,404 III Januaiy-May, 
1981 from 13,164 in .lanuao- 
May, 1980 iccording an in¬ 
crease of 32.2 pci cent. 

Among the SouHi I ast 
f Asian countiies, Thailand and 
Philippines sent rcspcclivcly 
149.3 and 45 4 per cent more 
1 tourists to India. The oveiall 
? increase m louiist anivals 
'from South Fast Asia was 18.9 
Iper cent. In all 27,445 tomists 
jeame from this icgion in ihe 
first fixe months of 1981 as 
against 21,073 tourist arrivals 
In the cuiicsponding period 
iOt 1980 

A ft N Islands Forest 
ftavolopment Carp 

The Andaman and Nicob.ii 
JlAlands Foicst and Plantation 
[Development C'orporalion Ltd, 
jport Blair, a public undcr- 
itaking under the Union 
Ministry (of Agriculture, 
^s declared a dividend of 
Wx per cent for the year 


1979-80. A cheque of Rs 10.5 
lakhs representing the divi¬ 
dend was presented to Rao 
Birendra Singh, Union Minis¬ 
ter for Agriculture recenti} by 
Ml S. Sharma, Chairman t>l 
the Corporation recently. 

The Andaman and Nicobai 
Islands Forest and Plunalion 
Development Corporation 
Ltd was incorporated on 
January 21, 1977 under the 
Companies Act, 1956. It has 
authorised capital ofRs600 
lakhs and is responriblc foi 
implementing two projects 
These are 1 ogging and Re¬ 
generation Project having an 
outlay of Rs 280 lakhs and Red 
Oil Palm Plantation Project 
having project outlay of Rs 908 
lakhs. 

Vegetable Oil Imports 

The ordinance issued by the 
President on Sunday which has 
raised the import duty on 
vegetable oils and allied pro¬ 
ducts to 150 per cent ad 
valorem should not affect the 
prices of vanaspati as its 
manufacturers draw their full 
raw material requirements 
from the State Trading Cor¬ 
poration whose imports con¬ 
tinue to attract a concessional 
duty of just five per cent ad 
valorem. The ordinance has 
been promulgated primarily to 
mop up the large profits which 
were being made by private 
importers even after the im¬ 
port duty had been raised on 
five edible oils—palm oil 
palmoline, rapeseed oil, soya¬ 
bean oil and sunflower oil — 
last week from 12.5 to 42.5 per 
cent ad volorem. This was 
due to the domestic prices 
being nearly double the inter¬ 
national rates. 

The ordinance, of course, 
does not affect the import duty 
on soyabean and rapeseed 
oils. 11 remains 42.5 per cent 
ad valorem in terms of the 
international commitment. 
Tallow imports too arc to 
continne [to be subjected to 
15 per cent effective levy on 
this considetation. 


SHRIRAM FIBRES LIMITED 

Regd. Office : 

Hemkunt House, 6, Rajendra Place, Pusa Road, 
New Delhi-110 008 

NOTICE 


It is hereby notified for the information of the public that 
Shriram Fibres Limited proposes to make an application to 
the Central Government in the Department of Company 
Affairs, New Delhi, under sub-Section (2) of Section 22 of the 
Monopolies and Restrictive Trade Practices Act, 1969, for 
approval for the establishment of a new undertaking engaged 
in the business of shipping with a capacity of l,00,00() DWT, 
The other particulars of the proposed new undertaking arc 


as under: 

(i) Name of the proposed 
Undertaking 

(ii) Namc(s) of person(s) 
or aulhonty/authoritics 
proposing to establish 
the new undertaking. 
Where it is a body 
corporate furnish details 
of its management 
structure together with 
those of the proposed 
undertaking. 

(iii) Capital structure of the 
applicant person or 
authority and of the 
pioposed undertaking. 


: The pioposed undertaking 
will be a dixision of Shriram 
Fibres Limited. 

Shriram Fibics Limited will 
be the piopiictois of the 
proposed imdertaking. 

: Shriram Fibres Limited is 
managed by a Managing 
Director under the guidance 
and supervision of the Board 
of Directors of the Com¬ 
pany. 

: Capital sliucturc ol Shriiani 
Fibres limited as on 31sl 
Maich 1980 is as under: 

Authorised : Rs. 600 lacs 

Issued and 

Subscribed 

Preference : Rs. 40 lacs 

Equity : Rs. 373 lacs 


Total : Rs. 413 lacs 


(W) Pioposed I(Kation of : Operations of the new undcr- 
the new undertaking. taking will be handled from 

our Office based in Bombay. 


(v) Brief outline of the : The estimated capital outlay 

cost of the project, the will be approximately Rs. 45 
scheme and sources ol Crorcs. 
finance. 

The project will be financed 
partly by Furo dollar loans, 
and/or fixed rate suppliers 
credit and/or Government 
Institutions as per direction 
of the Government and part¬ 
ly by internal resources. 

Any person interested in the matter may make a representa¬ 
tion to the Secretary, Department of Company Affairs, 
Government of India, Shastri Bhawan, New Delhi, within 14 
days from the date of publication of this notice, intimatii^ 
his views on the proposal and indicating the nature of his 
interest therein. 

for SHRIRAM FIBRES LIMITED 
D.N. SHARMA, 

Dated: 22iid July, 1981 Secretary 


> 
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ASmiRS 


Zenith Steel 

ZENITH Steel Pipes and In- 
dustries has earned a higher 
gross profit ofRs 3.25 crorcs 
for the year ended April 30, 
1981, against Rs 2.40 crorcs 
for the previous year. Its 
^sales have increased sharply 
to Rs 52.69 crores from 
Rs 39.93 crores. 

The Directors of the com¬ 
pany have proposed to step 
up the equity dividend to 20 
per cent for 1980-81 from 
17.5 per cent paid for the 
previous year. The Rs 10 
fully paid-up equity shares of 
the company are placed around 
Rs 54. 

Out of the gross profit, the 
the Directors have provided 
Rs 58.23 lakhs (Rs 54.09 
lakhs) for depreciation, 
Rs 20.70 lakhs (Rs 68.07 
lakhs) for investment allow- 
\ ance reserve and Rs 90 lakhs 
(Rs 42 lakhs) for taxation. 
The proposed dividend will 
claim Rs 63 lakhs against 
Rs 55.12 lakhs. 

The company has m*adc con¬ 
siderable progress in the im¬ 
plementation of its project 
for the manufacture of 19,8(K) 
tonnes of writing and printing 
paper per annum. The pro¬ 
ject is being located at Bana 
Fateh in Punjab. The com¬ 
pany has received a letter 
of intent for the manufacture 
of 500,000 tonnes of cement 
per annum. It has also been 
granted registration for the 
manufacture of 1,000 tonnes of 
beta naphthol per annum. 


the performance of a steel 
rolling mill has improved. Its 
chemical division has achieved 
satisfactory level of capacity 
utilisation. 

The board has decided to 
raise the interest on the com¬ 
pany's rights debenture issued 
last year from 11 per cent 
to 12 per cent per annum, 
subject to the consent of the 
Controller of Capital Issues. 

Shri Dinesh Mills 

Shri Dinesh Mills Limited, 
Darodu, is issuing 20,000 H 5 
Per Cent (Taxable) Secured 
I3ebeaturcs of Rs 500 ciKli 
aggregating Rs 1,00,00,000 for 
cash at par with a right at¬ 
tached thereto to receive offer 
from the company in Januaiy 
1982 to subscribe for and to 
be allotted 20,000equity shines 
of Rs 100 each for cash at 
a premium of Rs 75 per sha/e 
in the proportion of one 
equity share for one debcntuie 
of Rs 500 as on April I, 
1982. Out of the aforesaid 
issue, 8,000 13.5 Per Cent 
(Taxable) Secured Debentures 
of Rs SCiO each of the aggie- 
galc face value of 40 lakhs 
arc being ofTcred on a pic- 
fercnlial basis to the existing 
shareholders of the company 
whose names appear on ilie 
Register of Members as on 
April 23, 1981 in the ratio of 
one debenture for every 10 
equity shares held. The shaie- 
holdcrs holding less than 10 
equity shares shall also be 
entitled to at least one siii li 


The company’s production debenture, 
of steel pipes increased during The company has a full 
the year under review despite fledged mill at Baroda manu- 
power supplies of HR coils facturing suitings, blankets and 
V and skclp from the indigenous various types of felts. The 
steel plants. The company’s company has pioneered the 
exports of steel pipes totalled manufacture of paper felts 
Rs 10.55 crores during 1980-81. which has its end uses in the 
The company’s mini-steel plant Paper, Asbestos, Cement 
«a$o recorded a higher pro- and Textile Industries, etc. 

company 1 ms also imple- 



mented two major combing, 
spinning and weaving projects 
at Bhadkodra (Anklcshwar) in 
the backward areas, at an 
investment of more than Rs 3.5 
crorcs. Both these projects 
have already gone into com¬ 
mercial production and the 
benefits of the same in teims 
of growth of sales and profits 
will be reflected in the work¬ 
ing of the comuany duiing 
1981 onwards. 

A company known as 
Platcwel Processes and Che¬ 
micals I imited (PlatewcH 
a sick unit having the faci¬ 
lities to manufacture electro¬ 
plating chemicals, basic che¬ 
micals and electro plating 
plants, has merged with the 
company with effect from 
.laniiary 1, 1980 pursuant lo 
the provisions contained in 
Section 72A of the Income 
Tax Act, 1961. Apart fiom 
getting tax benefits of Rs 49 
lakhs due to amalgamation of 
Platewcl with the company, it 
will also be benefited by 
having chemical manufactur¬ 
ing facilities and engineering 
facilities available to manu¬ 
facture chemicals and spare 
parts required for captive con- 
.sumption. 

The company has on hand 
a programme for the develop¬ 
ment of special quality felt 
which will be manufactured for 
the first time in the country 
for use as an underlayer for 
road surfaces and which would 
substitute imports. This would 
open up new prospects for 
the grow'th of the companv. 
As a re.sult of recent moderni¬ 
sation, expansion and diversi¬ 
fication. the sales and profits 
of the company are expected 
to increase significantly in the 
future. The proceeds of the 
issue will be utilised for the 
business of the company in¬ 
cluding margin for working 
capital and its capital ex¬ 
penditure requirements. 

Nirlon Synthetic's Bonus 

The Directors of Nirlon 
Synthetic Fibre and Chemicals 
have proposed the issue of 
bonus share in the ratio of 
one share for every two shares 
held by capitalising Rs 3.49 
crores out of the company’s 
reserves. 

They have recommended the 


maintenance of the equity divi^ 
dend at 22.5 per cent for the 
year ended March 31, 1981. 
The Rs 10 fully paid up 
equity shares of the company 
are firm around Rs 72 in 
Bombay. 

The company has reported 
encouraging performance for 
1980-81 with its gross profit 
increasing by 20 per cent to 
Rs 8.57 crores from Rs 7.13 
crore for the previous year. 
Its sales have increased by 
36 per cent to Rs 96.67 crores 
from Rs 71.24 crore. 

The company’s performance 
so far in the current yea^ i$ 
also quite impressive. Its 
sales during the first quarter 
of the current year are placed 
38 per cent higher than those 
in the corresponding period 
of last year. 

Expansion Programme 

The company has embarked 
on major expansion program* 
me which would double its 
production capacity. The 
management expects the 
Government’s appioval for the 
expansion programme in the 
near future. To meet a part 
of the expansion cost, the 
company proposes to issue to 
the public convertible deben* 
tures. li expects to finalise 
the terms of debentures short* 

iy- 

The compan>\s net profit for 
1980-81 amounts to Rs 3.70 
crore against Rs 2.96 crore 
after providme Rs 3.77 crore 
(Rs 3.40 crore) for deprecia* 
tion and Rs 1.10 crore (Rs 75 
lakh) for investment allow* 
ance reserve. The company 
docs not attract any tax 
liability for 1980-81. The 
provision for taxation in the 
previous year amounted to 
Rs 22 lakh. The proposed 
dividend will claim Rs 1.57 
crore. 

The earning per equity share 
works out around Rs 6.90, 
which provides the cover of i 
over three times to the pro- J 
posed dividend of Rs 2.25 1 
per share. \ 

The company's reserves total-1 
led Rs 23.08 crore against iWiJ 
equity capital of rupees sev^l 
crores at the end of 
Its gross increased sharply to ' 
Rs 67.08 crores at the end of 
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1980-81 from Rs 57.18 crores 
at the end of the previous 
year. 

The company's production 
of nylon filament yarn in¬ 
creased by 40 per cent while 
polyester filament yarn about 
.15 per cent over the year under 
review. its output of fan 
belts shot up by 94 per cent 
while that of conveyor belts 
by 45 per cent. 

Indian Dyestuff Industries 

Indian Dyestuff Industries 
has sufl’ered a setback in its 
performance during the year 
ended March 31, 1981. Its 
gross profit has declined to 
Rs 3.67 crorc from Rs 4.15 
crore for 1979-80. This is 
despite the rise in gro.ss .sales 
to Rs 57.62 crorc from 
Rs 54.25 crore. Its net sales 
have amounted to Rs 47.71 
crorc against Rs 45.18 crorc. 

The Directors of the com¬ 
pany have propo.sed to main¬ 
tain the equity dividend at 
13 per cent for the year The 
Rs 100 fully paid-up equity 
shares of the company arc 
around Rs 260 in Bombay. 

The company’s net profit 
amounts to Rs 1.08 crore 
against Rs 1.40 crore after 
providing Rs 1.99 crorc 
(Rs 1.87 crore) for deprecia¬ 
tion and Rs 59 lakhs (R.s 87 
lakhs) for investment allow¬ 
ance reserve. No provision 
has been made for taxation 
which claimed Rs 0.75 lakh 
in the previous year. 

The proposed equity divi¬ 
dend will claim Rs 97.50 lakhs 
and the preference dividend 
,Rs 3.22 lakhs. A sum of 
^ 6.70 lakhs (Rs 7.50 lakhs) 
IS transferred to the general 
reserve. 

Bombay Tyres 

The Chairman of Bombay 
Tyres International, Mr R.L. 

, Stcinmclv, told shareholders 
^ at the annual general meeting 
^ in Bombay recently that the 
. company's sales during the 
first eight months of its cur¬ 
rent accounting year (from 
November 1980 to June 1981) 
totalled Rs 49 crorc, showing 
* aji increase of about 10 per 
. cent over those of the corres- 
kponding period of last year. 
Ifle said that the Government 
pjjecission on the proposal to 


acquire tite shareholding of 
Firestone in the company was 
expected shortly. In January 
1980, the Firestone Tire and 
Rubber Company of America 
entered into an agreement with 
Modi Rubber to sell its entire 
holding in Bombay Tyres. 

Bombay Dyeing 

Bombay Dyeing and Manu¬ 
facturing Company has earned 
a higher gross profit of Rs 8.97 
crore for the year ended 
March 31, 1981, against 

Rs 8.75 crorc for the previous 
year. Its turnover has in¬ 
creased by 9.5 per cent to 
Rs 123.77 crores from Rs 
113.03 crores. Its export sales 
have shown a marginal in¬ 
crease to Rs 22.41 crores 
from Rs 22.26 crores. 

The Directors of the com¬ 
pany have proposed a final 
equity dividend of Rs 2.85 
per share, which together with 
the interim of 65 paise, per 
share, makes a total of Rs 3.50 
per share, or 14 per cent, for 
the year, the same as that 
paid for 1979-80. 

Its net profit amounts to 
Rs 4.26 crorc against Rs 3.87 
crore after providing Rs 3.95 
crore (Rs 3,41 crore) for dep¬ 
reciation and Rs 75.25 lakhs 
(Rs 147 lakhs) for investment 
allowance reserve. The total 
dividend distribution will 
amount to Rs 1.45 crore. 

The management states that 
with the receipt of industrial 
licence to produce 60,000 ton¬ 
nes of DMT. the company 
would implement the project 
with all possible speed It has 
already made significant prog¬ 
ress with the financing arrange¬ 
ments for the project. 

The company has been 
granted a licence to import 
additional 120 Sulzer weaving 
maejunes. With the instal¬ 
lation of these machines, its 
total complement would be 
428 sulzcr weaving machines, 
the largest of its kind in Asia, 
It expects to commission cor¬ 
duroy plant during the cur¬ 
rent year. 

Straw Products 

Straw Products is entering 
the capital market on 
August 18 with a public issue 
of 130,000 secured convertible 
debentures of Rs JOO each 




FORM ll-A 

{See Rale 4-A(l)] 

Form of general notice to be given to the members of the Mile for an 
application made to the Central Government pnddr iul^sfetjon (|) of Section 
22 of the Monopolies and Restrictive Trads Practices Act, 19#9. 


NOTICE 


It is hereby notified for the information of the public that 
M/s Sundaram-Clayton Limited. 180 Mount Road, Msdras.600 006, has 
made an application to the Central Governirent in the Department of 
Company A1 fairs. New Delhi, under sub-section (2) of Section 22 of the 
Monopolies and Restrictive Trade Practices Act, 1969, for approval for 
taking up the manufacture of Signalling relays, point machines and related 
hardware and Signalling and train control/electric/electronic systems. Other 
particulars of the proposed activity are as under; 


(i) Name of the proposed 
undertaking 

(iil Name of the person or 

authoriiv/authoritics proposing 
to establish the new undertaking. 
Where it is a body corporate, 
furnish details of its management 
structure togethfr with those of 
the proposed undertaking. 


(iii) ('upital structure of theapplicgnt 
person or authority and of the 
proposed undertaking 

(iv) Proposed location of the jiew 
undertaking 

(v) Brief outline of the cost of 
project, the scheme and source 
of finance. 

Project cost 

(a) Land 

(b) Buildings and services 

(c) Machiimry 

(i) Indigenous (including 
duty on imported 
machines with 
installation charges) 

(ii) Imported--ClF 

<tl) Margin for Working Capital 


Scheme and source of finance 

(a) Foreign currency loan from 
Financial Institutions 

(b) Term loans from banks 

(c) Subsidy from Stale Govt. 

(d) Internal generation 


It is proposed as a diversifi¬ 
cation of M/s Sundaram- 
(^ayton Limited. 

/.s Sundaram-Clayton 
mi ted is managed by its 
Board of Directors through a 
Managing Director, with 
Managers and Engineers in 
several disciplines reporting to 
hint. 

Rs. in 
millions 

Authorised Capital 30.0C0 

Paid-up Capital 22.761 

as on 31-5-1981 
A Backward District in the 
State of Tamil Nadu 


Rs. in 
millions 


0.500 

5.000 


10.800 


2.700 

2..500 


21.500 


2.700 

2.500 

1.500 
14.800 


21.500 


2. Any person interested in the matter may make a representation to 
the Secretary, Department of Company Affairs, Government of India* 
Shastri Bhavan, New Delhi, within 14 days from the date of publication 
of this notice informing his view on the proposal and indicating the nature 
of his interest therein. 


Sundaram-Clayton Limited 

Place ; Madras, 

Dated ; 18-7-1981 



Rl 6.5 ororei. The proceeds of 
tUt issue will be utilised to^ 
wards meeting a pari of the 
capital cost of the Rs 36-crore 
clement project with a capa¬ 
city of 500,000 tonnes per 
annum which the company is 
Getting up at Basantgarh 
(Banas), a backward area of 
Rajasthan. The plant is ex¬ 
pected to go on stream by 
the end of 1982. 

The debentures will carry 
Interest at 12 per cent per 
annum with an additional in¬ 
terest of one per cent if the 
average annual cquJly divi¬ 
dend for the three inimedi£*ie- 
ly preceding financial yeaif 
♦exceeds 20 per cent. 

The outstanding feature of 
the issue IS its JOO per cent 
cbnvcrtibility. Kuch debenture 
carries an option to receive 
25 fully paid equity shares of 
Rs 10 each at u premium 
of Rs 10 per share after three 
years from the date of allot¬ 
ment. If, before the exercise 
of the option the company 
issues any bonus shares the 
entitlement of the holders of 
debentures will also stand 
augmented proportionately and 
the premium on equity shares 
will stand reduced pro-tanlo. 
The present market price of 
^the equity shares is Rs 56. 

The company is presently 
having three manufacturing 
units- A boards mill at Bhopal 
with a capacil} of 22,050 
tonnes per annum, a paper 
mill at Rayagada in Onssa 
with a capacity of 40,500 ton¬ 
nes per annum and a dry 
cell batteries plant at Bhopal 
with a capacity Of 100 million 
pieces per annum. 

Mayur Syntax 

Mayur Syntex, promoted by 
technocrats, is entering the 
capital market on August 27 
with a public issue of 13.30 
lakhs equity shares of Rs 10 
each at par. The entire issue 
is underwritten. 

The company is setting up 
4*1 a Rs 6.23-crOre spinning 
' mill at Sikandrabad, backward 
area in Bulandslmhr district 
of UP, for the manufacture 
of polyester blended and cot¬ 
ton yarns. 

The project is being financed 


by an equity capital of Rs 2.2) 
crore and term loans of 
Rs 3.96 crore. The promoters 
have taken up equity shares 
of Rs 94 lakh—the private 
promoters Rs 54 lakhs and 
UPSIDC and PICUP Rs 20 
lakhs each. 

Mr P.K. Jain, Managing 
Director, has told newsmen 
that the project is scheduled 
to go into production by 
mid-August. In the first phase, 
15,840 spindles will be in¬ 
stalled by the year-end. The 
balance of 9,160 spindles will 
be added in the second phase. 

He has stated that sales in 
the first year are expected to 
be eight crore rupees and in the 
second year Rs 10 crorc. At 
full capacity utilisation the 
turnover will be over Rs 12 
crore. The company is likel> 
to generate surplus in ihe 
second year of operations iii 
view of the products flexibilit> 
and the assured maikct. 

Mr Jain has pointed (uit 
that the project has been as¬ 
sured an exemption fiom 
power cuts for five years to 
begin with by the UP Govern¬ 
ment. Besides the bciiehis 
akin to projects being eslib- 
Iished in backward aieas, lower 
rates of interest on institu¬ 
tional borrowings and inleicst- 
frec sales tax loans will gi\c 
an additional profitability of 
Rs 200 lakhs. 

Ahmedabad Elactricity 

The Directors of Ahmedabad 
Electricity have recommended 
a final dividend of 11 per ct*nt 
making a total of 15 per cent 
for the year ended March 1981 
as against 12.5 per cent paid 
last year. The Directors' ic- 
commendation is subject to 
the approval of the financial 
institutions. 

According to preliminai> 
figures, the company earned 
a gross profit of Rs 8.66 cioic 
against Ri 4.95 crorc in the 
previous year. After dcpie- 
Ciation of Rs 2,79 crore 
(Rs 2.92 Cl ore) and with no 
tax liability as before, net 
profit amounted to Rs 5.86 
crore (Rs 2,13 crorc). Out of 
this, Rs 3J6 crore (Rs 22.55 
lakh) has been transferred to 
statutory reserves and Rs 96.04 
lakh (Rs 30.22 lakh) to the 


general reserve. 

The company will be able 
to operate under the present 
licence upto year 2,005. It is 
taking on hand the installation 
of one more generating set 
of 110 mw. 

Capital and Bonus Issues 

The following companies 
have been allowed to raise 
capital. The details are as 
follows:— 

(A) Further Issue 

1. M/s Morarjee Gocuklas 
Spinning and Weaving Com¬ 
pany Limited. Issue of Rs 250 
lacs worth secured redeem¬ 
able debentures for cash at 
par to the public through 
prospectus. The proceeds of 
the issue will be utilised m 
meeting the working capital 
needs of the company. 

2. M/s Jaipur Polyspin Limi¬ 
ted. Issue of Rs 215 lacs worth 
of equity shares for cash at 
par, as under : (a) Public : 
Rs 105.00 lakhs, (b) Promoter^ 
Rs 67.00 lakhs (c) Rajasthan 
State Industrial Investment 
Corporation: Rs 43.00 lakhs. 
Total—Rs 215.00 lakhs. The 
proceeds of the issue will be 
utilised to meet the part of 
the cost of the project for 
manufacture of yarn. 

3. M/s Andhra Pradesh 
Heavy Machinery and Fn- 
ginecring Limited. Issue of 
equity sh;’res of Rs 70 lakhs 
for cash at pai to APID(\ 
Proceeds of the issue will he 
utilised to meet part finance for 
the implementation on the first 
phase of the project for manu¬ 
facturing certain capital goods, 
being set up in Kondapalli 
(Distt Krishna, Andhra Pia- 
desh). 

4. M/S Bihar Caustic and 
Chemical Limited. Rs 780 
lakhs worth equity shares of 
Rs 10 each. To meet part 
finance for setting up a plant 
in Palamau Distt for the ma¬ 
nufacture of caustic soda etc. 

5. M/s Shriram Needle 
Bearing Industries Limited. 
Issue of equity shares worth 
Rs 85 lakhs, inclusive of 
the capital already raised 
for cash at par. The pro¬ 
ceeds of the issue arc to be 
utilised to finance a part of 
the cost of the project for the 
manufiicture of needle roller 


bearings, components and 
other related items, to be set 
up at Ranchi, Bihar. 

6. M/s Fibre Glass 
PiJkington Limited. Issue of 
1,68,380 convertible secured 
debentures of Rs 156 each for 
cash at par. The debentures 
will carry interest at the rate 
of 13.5 per cent pei annum and 
shall be payable to registered 
holders only. Proceeds of the 
issue will be utilised partly for 
the company’s modernisation 
programme. 

7. M/s Karnataka Cements 
Limiicd. issue of Rs J04.55 
lakhs worth of equity capital 
(inclusive of capital already 
raised of Rs 49.865 lakhs) 
for cash at par, to he allotted 
to the promoters etc including 
Karnataka State Industrial 
and Development Corpora¬ 
tion Limited. The proceeds 
of the issue will be utilised to 
pailiy finance the cost of a 
cement pioject. 

8. M/s Madras Elastomers 

Limited. Issue of equity 
capital worth Rs 44.30 
lakhs for cashT^at par (in¬ 
cluding the capital of Rs 17.72 
lakhs already raised). The 
proceeds of the issue will be 
utilised to partly finance the 
cost of manufacture of Carbon 
Black, [Master Matches, 
Elastomers, etc. ’ 

9. M/s Utkal Machinery 
Limited. Issue of fully paid 
equity shares worth Rs 24 lakhs 
lo ICICI and LIC of India in 
conversion of a part of their 
loans already granted to the 
company. 10. M's Kakatiya 
Ceiiienls Limited. Issue of 
equity capital of Rs 180 lakhs 
(inclusive of a capital of Rs 50 
lakhs already raised) for cash 
at par as undei : (a) Pro¬ 
moters : Rs 45.00 lakhs (b) 
Public : Rs 108.(X) lakhs (c) 
API DC • Rs 27.00 lakhs. 
Ti)tal . Rs 180.00 lakhs). 

Rejection 

(11) M/S The Metal Powder 

Company Limited. Rejected ' 
permission for i.ssuc of bonus » 
shares of Rs 1,20,00,000. ' 

(12) M/s Engineering Con- 
struct ion Corpe^ration 1 i mi ted .) 
Rejected permission for issue j 
of bonus shares of Rs 
1,20,00,000 in the ratio oft 
3:7. 
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' Anodier year (^steady growth for 

INfflAN RANK 

SIGNIFICANT PERFORMANCE STRONGER CONCERN FOR INTERNATIONAL BANKING 

AREAS WEAKER SECTIONS DISTINCTION 

* Total Deposits up by 18 8%— * Credit under 20 Point Programme up • Foreign Branches' Deposits up by 57 9X» 

to Ri 1164 0 crores by 29 5%—to Rs 44 8 crores Advances by 64 2% 

* Total Advances up by 15 4%— * Small Depositors formed 89% of all * Pioneered Deposit Taking Company at 

to Rs 681 9 crores Deposit accounts Hong Kong on consortium basis 

* Priority'Sector Advances up by 20 5%— * Small Borrowers formed 94% of all Credit * Singapore Branch undertook both 

to Rs 185 crores (32 1% of all advances) accounts off shore ft on-shore Banking 

* Agricultural Credit up by 30 6%— to * Small 8c Marginal Farmers received 64% * FCBU inaugurated at Colombo 

Ri 65 8 crores of direct agnculiural credit • Continued consultancy to PT Bank Rama 

* Adopted Villages grew to 1113 * Weaker Sections helped under dpi Scheme Jakarta 

* Advances to Small-Scale Industries 0'*^ dcroums • Submitted bankable schemes Survey 

grew to Rs 84 9 crores—on 30 783 accounts * Scheduled Castes/Tribes accounted for Report to Govt of Sri Lanka 

* Branch Network up by 37—to 825 35% Q* Scheme 

* Totel Income up by 30 6% 

(Ra 25 8 crores) 



Extracts of BALANCE SHEET as at 31st December. 1980 


as at 31 - 12 - 1979 Capital 8i Liabilitiaa 

Ra (croras) Rs 

(croras) 

aa at 31 -12 > 1979 Property 8i Assets 

Rs (crores) Rs 

(crores) 

6 00 

Capital (wholly owned by 

Government of India) 

5 00 

127 04 

Cash 

142 08 

127 

Reserve Fund and other Reserves 

1 79 

8 36 

Balance with other Banks 

5 94 

980 17 

Deposits and otlier accounts 

1 164 04 

12 02 

Money at Call and Short Notice 

6 16 

44 45 

Borrowings from other Banking 

Companies Agents etc 

49 94 

269 17 

Investments 

358 56 

11 70 

Bills Payable 

13 59 

591 13 

Advances 

681 94 

5194 

Bills for collection being Bills 

Receivable as 1>ar contra 

64 42 

51 94 

Bills Receivable being Bills for 
collection as per contra 

64 42 

12 86 

Other Liabilities 

18 23 

59 13 

Constituents Liabilities for 

Acceptances Endorsements and 
other Obligations as per contra 

92 93 

59 13 

Acceptances Endorsements and 
other Obligations as per contra 

92 93 

2 05 

Existing Premises ft Buildings under 
construction 

3 49 

0 21 

Balance of profit (after transfer to Reserve 
Fund ft provisions for bonus) to be 
traobferred to Central Government 

0 21 

5 60 

Furniture Fixtures etc 

6 08 




41 29 

Other Assets 

49 55 

1,167 73 

Total 

1 411 15 

1 167 73 

Total 

1 411 15 


Extracts of PROFIT & LOSS ACCOUNT for the year ended 31st December, 1980 

YMrandad 31-12-1979 EXPENDITURE I Year endad 31-12-1979 INCOME 


Rs (croras) 


Rs (crores) 

Rs (crores) 

Rs 

(croras) 

56 65 

Interest paid on Deposits, 
Borrowings etc 

75 24 

76 24 

Interest and 

Discount 

100 47 

17 50 

7 84 

Salaries ft Allowances Provident 
Fund. Gratuity etc 

Opereting and other Expenses 

22 70 

9 83 

6 65 

0 17 

Commission Exchange 
and Brokerage 

Rents 

8 06 
0.20 

0 86 

Depreciation on and Repairs 
to Bank s Property 

0 95 

0 09 

Net profit on Sale of 

Investments and Various Assets 

0.05 

1 64 

Balance of Profit 

1 60 

1 34 

Other Receipts 

1.54 

84 49 


110 32 

84 49 


110 32 


H.0.:31,Raj9il Roid, Madna 600 001 
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RECORDS 

Current Statistics AITO 

STATISTICS 

Wholesale Price Movements 


Index Number of Wholesale Prices 
(Base : 1970-71 -100) 

^ Weight for the week ending Percentage Variation over 


Major Group/Group 

111 1 ela¬ 
tion to 
All Com¬ 
modities’ 

11-7-81 

Latest 

week 

4-7-81 13-6-81 
A week 4 weeks 
ago ago 

Provisional 

16-5-81 12-7-80 

8 weeks A year 
ago ago 

Final 

A 

week 

A 

month 

Two 

months 

A 

year 

ALL COMMODITIES 

1000.00 

284.6 

279.5 

277.8 

277.3 

257,2 

1.8 

2.4 

2.6 

10.7 

I. Primary Articles 

416.67 

268.7 

261.8 

257.2 

255.0 

234.0 

2.6 

4.5 

5.4 

14.8 

(a) I'ood Articles 

297.99 

239.9 

231.1 

226.0 

224,5 

205.9 

3.8 

6.2 

6.9 

16.5 

(b) Non-food Articles 

106.21 

242.9 

240.6 

237.1 

232.6 

213.2 

1.0 

2.4 

4.4 

13.9 

(c) Minerals 

12.47 

1,174.7 

I.P4.7 

1,174.7 1,174.7 

1,083.3 

— 

_ 

_ 

8.4 

^ II. Fuel, Power, Light and Lubricants 

84.59 

425.0 

400.5 

400.3 

400.5 

353.1 

6.1 

6.2 

6.1 

20.4 

III. Manufactured Proudets 

498.74 

274.0 

273.7 

274,3 

275.0 

260.4 

0.1 

(-)o.i ( 

-)0.4 

5.2 

(a) Food Products 

133.22 

328.6 

330.2 

334.2 

334.8 

324.8 (- 

)0.5 

{-)1.7 ( 

)1.9 

1.2 

(b) Beverages, Tobacco and Tobacco 
Products 

27.08 

218.4 

218.4 

217.3 

218.2 

212.6 


0..-^ 

0.1 

2.7 

(c) Textiles 

110.26 

221.3 

221.0 

221.1 

221.7 

211,6 

O.I 

O.I (- 

-)0.2 

4.6 

(d) Paper and Paper Products 

8.51 

269.9 

269.9 

269.9 

269,9 

261.4 

— 

- 

- 

3.3 

(e) Leather and Leather Products 

3.85 

374.0 

371.3 

371.3 

372.9 

380.2 

0.7 

0.7 

0.3 (- 

)1.6 

(0 Rubber and Rubber Products 

12.07 

270.8 

270.8 

270.8 

267.8 

243.5 

— 


l.l 

11.2 

(g) Chemicals and Chemical Products 

55.48 

255.1 

252.3 

252.3 

251.8 

244.8 

1.1 

1.1 

J.3 

4.2 

(h) Non-metaliic Mineral Products 

14.15 

289.9 

289.5 

289.2 

289.1 

276.1 

0.1 

0.2 

0.3 

5.0 

(i) Basic Metals, Alloys and Metal 
Products 

59.74 

304.8 

.303.7 

302.1 

304.5 

266.2 

0,4 

0.9 

0,1 

14.5 

0) Machinery and Transport Equip¬ 
ments 

67,18 

258.5 

257.1 

255.2 

256.8 

236.1 

0.5 

1.3 

0.7 

9,5 

(k) Miscellaneous Products 

7.20 

240.8 

240.5 

238.4 

240,5 

229.5 

0.1 

1.0 

0.1 

4.9 


Soiree ; Office of the Economic Adviser, Ministry of Industry, Government of India. 

239 juty 31 , i98i 



Mofments in Consimier Prices : 19754981 

(Monthly Averages or Calendar Months) (Index Numbers with Base: 1960»100) 


For Industrial Workers For Urban Non-manual Employees 

Ycar/Month ----- 



All-India* Bombay 

Calcutta 

Delhi 

Madras 

All-India** Bombay 

Calcutta 

Delhi— Madras 
New Delhi 

1975-76 

313 

300 

287 

333 

314 

277 

246 

243 

273 

306 

4976-77 

301 

298 

297 

332 

288 

277 

255 

251 

274 

294 

1977-78 

324 

318 

320 

358 

311 

296 

269 

265 

288 

311 

1978-79 

331 

325 

331 

368 

318 

306 

285 

279 

303 

321 

1979-80 

360 

359 

351 

389 

350 

330 

315 

297 

321 

350 

1980-81 

401 

400 

382 

426 

388 

369 

347 

331 

352 

390 

April, 1980 

375 

381 

362 

401 

361 

345 

329 

306 

330 

364 

May, 1980 

382 

385 

371 

407 

367 

350 

335 

312 

336 

369 

June, 1980 

386 

389 

375 

412 

371 

355 

339 

314 

339 

373 

July, 1980 

394 

399 

381 

423 

383 

363 

342 

320 

351 

380 

August, 1980 

397 

396 

387 

428 

384 

368 

345 

330 

358 

384 

September, 1980 

402 

391 

395 

430 

381 

370 

345 

339 

355 

385 

October, 1980 

406 

400 

393 

438 

388 

375 

356 

342 

357 

389 

November, 1980 

411 

402 

397 

436 

398 

378 

354 

346 

359 

397 

December, 1980 

408 

408 

379 

430 

404 

376 

353 

341 

355 

405 

January, 1981 

411 

409 

379 

434 

403 

378 

352 

139 

359 

405 

February, 1981 

418 

420 

384 

434 

409 

382 

357 

343 

361 

411 

March 1981 

420 

423 

385 

438 

410 

385 

359 

345 

367 

412 

April, 1981 

427 

435 

397 

448 

412 

391 

372 

348 

372 

414 

May, 1981 

433 

442 

399 

453 

420 

396 

377 

353 

377 

420 


"‘Based on Indices of 50 centres "'"‘Based on indices of 45 centres. 

Sources : Laboui Bureau (Ministry of Labour), Govcinment of India and CSO, Ministry of Planning, Government of India. 

Index Numbers of Industrial Production: 1975-1981 

_ (Monthly Averages or Calendar Months) _(Ba^ 1<)70 ^ 100) 

Year/Month Source Classification Use-based Classification* Input-based Classification* Sectoral 

Indicators* 


! 

General Mining 
Index and 

(Ciudc) Quai- 
rying 

Manu- Electri* 
lacturing city 

■ Ba^ic 
Indus¬ 
tries 

Capital 

Goods 

Indus¬ 

tries 

Inter¬ 

mediate 

Indus¬ 

tries 

Consumei Go 
Lidustries 

ods 

Non¬ 

durable 

Goods 

Agro- 

based 

Indus¬ 

tries 

Metal- 

based 

Indus¬ 

tries 

C hcnii- 
cal- 
based 
Indus¬ 
tries 

Tians- Energy 
port Out- 
Equip- put@ 
ment 
and 

Allied 

Industries 

lotal 

Durable 

Goods 

1 Weight 

100 00 

9 69 

81*08 

9 23 

32 28 

15 25 

20*95 

31 52 

3 41 

28 11 

33 68 

21 93 

12*86 

10*79 

18*51 

i 1975 

119 2 

127 9 

116 0 

138 6 

129 0 

130 1 

113 7 

107 4 

106 0 

107 6 

106 1 

123 1 

128 9 

116 1 

132*0 

1 1976 

133 7 

116 8 

no 3 

160 3 

147 5 

143 8 

122 2 

118 4 

120 0 

118 2 

112 2 

135 4 

151 0 

132 6 

146 6 

» 1977 

138 3 

119 9 

135 1 

165*4 

155 0 

151 7 

125*8 

126 0 

137 0 

124 6 

114 8 

144 8 

161 4 

130 9 

151 *4 

1978 

147 8 

142 2 

144 4 

183 6 

162 4 

156 8 

135 *8 

138*3 

147*9 

137*1 

124 5 

154*3 

177 8 

132 0 

163*1 

{1979 

149 5 

148 5 

144 7 

193 0 

166 2 

161 0 

139*6 

135 3 

156 8 

132 7 

121 *6 

157 7 

183 2 

134 6 

171 *6 

|1980 

150 7 

144 2 

146 1 

197 3 

164 4 

167 ^ 

140 9 

135 6 

162 6 

132 3 

125 3 

161 5 

178 7 

136 7 

170 8 

AuguM. 1980 

148 4 

no 0 

144 4 

202 3 

161 3 

158 9 

144 8 

113 3 

155 0 

130 7 

125 1 

153 \ 

183 9 

131 *5 

168 *3 

fSeptembei, 19^0 

150 3 

134 0 

145 8 

206*6 

162 4 

162 4 

1^7.9 

134 7 

158 2 

131 8 

125 9 

157 4 

188 8 

138 0 

172 5 

October, 1980 

I5t 2 

141 0 

145 2 

212 1 

170 3 

161 9 

143 9 

132 5 

155 3 

129 7 

124 8 

156 1 

184 7 

136 6 

178 1 

^ovamber, 1980 

153 8 

140 0 

149 7 

211 2 

17J 6 

167 7 

143 2 

142 1 

166 8 

139 3 

128 *9 

163 0 

189 2 

136 0 

177 4 

I^mbci, 1980 

169 5 

165 0 

164 7 

216 0 

183 2 

180 6 

146 4 

152 3 

175 0 

149 5 

139 9 

172 4 

ns *0 

151 9 

185 2 

|lbnuary, 1981 

166 S 

174 0 

160 1 

213*5 












hpd9ruar>, 1981 

161 1 

179 7 

154 6 

199 0 












^ March, 1981 

176 9 

200 0 

168 6 

225 4 












lAiiril, 19SI 

156 2 

160 0 

148 6 

219 1 












(Ayearagot 

138 8 

144 0 

112 8 

186 1 

167 0 

164*4 

14b*3 

140 5 

162 3 

137 9 

133 4 

161 *7 

187*5 

145*9 

170 5 


Note -figures fi>r the last three months are nrovisional and gentruUy subject to revision *Denved senes (R.BJ Classification) Revisions are earned 
out in the group indices as and when advised by the C S O. ^Consists of coal and ligmte, petroleum crude and products, and eleetriaty. 
fPigures in this row relate to that month in the previous year corresponding to the latest month for which data are presented. 

OrlgiMl Soiree: Central Statistical OiganiMtion. 
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StfttmeBt of Affiirt of the Rcgem Book of bite : 1975-76 to 1981 

_Gsiuc and Banking Defmrtmems Combined) __(R$ Crores) 


L 

As on last Friday/ 
Fnday 


LIABILITIES 


Total 

1 I.U.I. 




ASSETS 





Notes 

in 

Circula¬ 

tion 


Deposits 


BtfIMUlIl- —— 

Other ties/ Foreign Gold Oovern- 

Liabili- Assets Eachange Com ment 

ties l+2-i-3 Assets^ and of India 
— Total Bullion Rupee 

5 to 11 Secunties 

Loans and Advances 

Bills Invest** 
Pur- ments 
chased 
and 

Dis- 

counted 

Other 

Assets* 

Total 

Of which. 

Central Scheduled 
and Commei- 
State dial 

Govern- Banks 
ments 

Of which 

Total State Sche- 
Govern- duled 
ments* Com- 
mercis 

Banka 


(1) 

(2) 

(2a) 

(2b) 

(^) 

(4) 

(^) 

(6) 

(7) 

(K) 

(8a) 

(8b) 

(9) 

(10) 

01) 

1975-76 

6/35 

2,913 

671 

607 

2,137 

11,585 

1,518 

183 

6,105 

2,053 

304 

798 

739 

444 

544 

1976-77 

7,743 

3,664 

388 

1,146 

2,213 

13,620 

2,768 

188 

6,500 

2,430 

327 

967 

531 

215 

98S 

1977-78 

8,602 

6,287 

2,771 

1,674 

2,927 

17,816 

3,889 

193 

6 645 

2,106 

402 

331 

2 809 

1 077 

1,096 

1978-79 

10,267 

4,876 

723 

2,634 

3,222 

18,365 

4.655 

219 

7,366 

2,352 

170 

546 

1,675 

852 

1,246 

1979 80 

11,820 

5,863 

710 

3 634 

4,169 

21,852 

4,782 

225 

8,891 

2,780 

191 

739 

2,516 

1.255 

1,404 

^980-81 

13 733 

6,521 

788 

4,092 

5 108 

25 361 

4,320 

226 

12.238* 

3.504 

599 

589 

3,162 

465** 

1.446 

fjeccmbci, 1980 

12,917 

5,485 

71 

3.909 

4,587 

22 988 

4,444 

226 

10,230 

3.055 

400 

519 

1 861 

1,797 

1,376 

January, 1981 

n,074 

6,169 

981 

3,757 

4,852 

24,095 

4 480 

226 

10.445 

3,142 

445 

516 

3 321 

981 

1,301 

February, 1981 

n 372 

6,625 

1,277 

3 945 

4,979 

24,976 

4,589 

226 

11,622* 

3,'»33 

479 

530 

3.3')0 

383** 

1,533 

March 1981 

13 733 

6 521 

788 

4,092 

5,108 

25,361 

4,320 

226 

12,238* 

3,504 

59) 

589 

3.162 

465** 

1,446 

April 1981 

14 139 

5,687 

89 

3,969 

5.451 

25.275 

4,209 

226 

12 568* 

3,602 

870 

546 

2 632 

473** 

1.568 

May, 1981 

14 

5,693 

68 

4 127 

5,366 

25,444 

4,100 

226 

12 532* 

3,594 

962 

548 

3 035 

466** 

1.469 

June 1981 

14^91 

5,596 

68 

4 037 

5,262 

25 451 

3,978 

226 

12,910* 

3 402 

763 

561 

3 000 

466** 

1,469 

June 12, 1981 

14 591 

5,596 

6S 

4 037 

5,262 

25 451 

3.978 

226 

12 910* 

3.402 

761 

561 

3 000 

466*" 

1,469 

June 19, 1981 

14 641 

5.857 

91 

4,265 

5,464 

25 961 

3,966 

226 

13,319* 

3,571 

965 

561 

3 025 

386** 

],46« 

A year ago 

12 497 

6 263 

I.6S4 

3.202 

4 139 

22 900 

4.557 

225 

10 169* 

2 454 

306 

486 

3 747 

291 *•► 

1,457 


' J orcign sccuiities plus balances held abroad 1 he latter includes c ish shoit leim securities and hxed deposits ^ Including tcmpoiary ovcidrafts 
^ Including rupee coins and Ciovcrnment of India one rupee note* * including ad hoc treasury bills ** Includes inscstments m foicign shaies/bonds 
but excludes those in rupee securities 


All Scheduled Commercial Banks* —Business in bdia . 1975-76 to 1981 

(Amounts in Rs Ctores) 




Deposits 

Bonow- Cash in hand and 


Investments 

Bank C rcdil^ 

Select Ratios 

(in pel 

cent) 




mgs 


























^ Fnday 

Demandt Time 

t Agere- 

from 

Reserve Bank" 

Govern 

- Other 

Total 

lotal 

Of nhich 

Cash 

In\est- 

C redit 

Food 




gate 

Reserve 

- 

— 

— 

ment 

Ap- 

(4a f 4b) 

1 ood 

to 

ment 

to 

C redit 




(la Mb) 

Rank> 

Cash Balances 

I oial 

Securi’ 

• proved 



Credit 

Deposit 

to 

Deposit 

to 






in 

with 

3i lb 

ties* 

Securi 





Deposit 


Total 






hand 

Reserve 


ties 







Bank 







Bank* 










Credit 


(la) 

(lb) 

(1) 

(2) 

(la) 

(3b) 

(1| 

(4«) 

(4b) 

(4) 

(5) 

(5a) 

(6) 

(7) 

(8) 

(9) 

1975-76 

5,817 

8,338 

14,155 

798 

305 

607 

912 

3,283 

1,324 

4 607 

10,877 

1,521(^7) 

6 44 

32 55 

76 84 

13 98 

1976-77 

6 943 

10,623 

17366 

967 

354 

1,146 

1 5(10 

3,930 

1,606 

5 536 

13,173 

2,190(0 

8 S4 

31 52 

74 99 

16 62 

1977-78 

8,867 

13,344 

22,211 

331 

469 

1,674 

2 143 

5.907 

1.990 

7 897 

14,939 

1.984 

9 65 

35 55 

67 26 

13 28 

1978-79 

10,388 

16,628 

27,016 

546 

557 

2.634 

3 I9I 

6,621 

2,488 

9109 

17,795 

2 210 

11 81 

13 72 

65 87 

12 42 

1979-80 

10,962 

20.79'» 

31,759 

739 

616 

3.634 

4 250 

7.444 

3,181 

10,624 

21/37 

2 100 

13 38 

31 45 

(>7 hi 

9 75 

1980-81 

7,434 

29,937 

37,371 

589 

747 

4,092 

4 MO 

8,986 

^,079 

13,064 

25,090 

1,772 

12 95 

14 96 

67 J4 

7 06 

December, 1980 

7,405 

29,088 

36,493 

519 

777 

3,909 

4 685 

9,030 

3,893 

12,923 

23,988 

2 035 

12 S4 

35 41 

65 73 

8 48 

January, 198] 

7,578 

29,522 

37,100 

516 

746 

3,757 

4 493 

9.589 

3,924 

13 515 

24 580 

2,161 

12 14 

36 42 

66 25 

8 79 

Februaty, 1981 

7 158 

29,870 

37,228 

530 

744 

3.945 

4 6'<9 

9,305 

3,921 

13 226 

24,860 

1 98) 

P 60 

15 51 

66 78 

7 96 

March, 1981 

7,434 

29,937 

37.371 

589 

747 

4,092 

4 840 

8,986 

4 079 

13 065 

25,090 

1,772 

12 95 

34 96 

67 14 

7 06 

April, 1981 

7.729 

30 486 

38,215 

546 

764 

3,969 

47« 

9,588 

3 970 

13,558 

25 518 

1,70^ 

12 39 

35 48 

66 77 

6 68 

May, 1981 

7.759 

31,156 

38 915 

548 

795 

3,127 

4 922 

10.247 

4,043 

14,291 

25 952 

2 118 

12 65 

36 72 

66 69 

8.16 

iune, 1981 

8 090 

31,837 

39,927 

564 

881 

4,517 

5,398 

10,087 

4,229 

14 316 

26,294 


13 52 

35 86 

65 86 

, ^ 

July 4, 1981 

8,216 

31,953 

40,169 

570 

908 

4,398 

5,306 

10 250 

4,269 

14,519 

26.555 


13 21 

36 14 

66 11 


A year ago 

10,284 

23,064 

33,348 

532 

720 

3,511 

4.231 

8 IS7 

3 38^ 

11 546 

22,335 


12 69 

34 62 

06 98 



* Inclusive of the figures pertaining to Regional Rural Banks | On various dates commencing from Januaiy 197H a nuiuhwt of scheduled 
commeicial banks have classifled a larger proportion of then savings deprjsits time deposits and a smaller pioportioi as demand deposits 
^ As available in the Resetve Bank records ^ As per the statement of adairs ot the Reserve Bank of India ‘ At book value including 
treasury bills and treasury deposit receipts, etc * EfTeclive July 27, 1979, the data are inclusive of all participation certificates (PCs) issued b|^ 
scheduled commercial banks, i e to other banks and financial institutions. Prior to this date, the dau were inclusive of PCs issued to banks 
and not to financial institutions (g Figures relate to advances of Indian Scheduled Commercial Banks Later figures inJude such advances 
by Fonign Scheduled Bankaaleo. 
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lUW 31, 1981 





Money Stock Memirw 


(R<. Croret) 




As on last Fnday/Fiiday 


Currency with Deposit Money Post 

the Public of the Pubhc Mi* Office 

--(1 + 2) Savings 

Total Of which Total Of which Bank 

Notes in Demand Deposits 

Circulation Deposits 

with Banks* 


Time 

M 2 Deposits 
(3+4) with 

Banks* 


M, 

(3 + 6) 


Total 

Post M« 
Office (7+8) 
Deposits 



(1) 

(la) 

(2) 

(2a) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

1975-76 

6,704 

6,492 

6,439 

6,385 

13,143 

1,475 

14,618 

9,143 

22^286 

3,179 

25,465 

1976-77 

7,873 

7,700 

7,736 

7,636 

15,609 

1,537 

17,146 

11,671 

27.280 

3,607 

30,887 

1977-78 

8,631 

8,559 

9,752 

9,683 

18,383 

1,677 

20,060 

14,522 

32,905 

4,130 

37,035 

1978-79 

10,212 

10,224 

11,607 

11,405 

21,819 

1 850 

23,669 

18,070 

39,889 

4,777 

44,666 

1979-80 

11,687 

11,777 

12,585 

12,173 

24,272 

2,036 

26,308 

22,528 

46,800 

5,658 

52,458 

1980-81 

13,464 


9,712 

9,396 

23,176 



32,046 

55,222 



June, 1980 

12,088 

12,323 

12,196 

11,937 

24,284 

2,020 

26,304 

24 488 

48,772 

5,763 

54,535 

September, 1980 

11,640 

11,784 

11,973 

11,794 

23,613 

2,0^2 

23,665 

25,801 

49,414 

5,944 

55,358 

October. 1980 

12,213 

12,383 

10,472 

10,314 

22,685 

2,048 

24,733 

27,856 

50,541 

5,973 

56,514 

November, 1980 

12,51S 

12,739 

8,390 

s m 

21,125 

2,050 

23,174 

30,221 

51,346 

6,012 

57,358 

December, 1980 

12,634 

12,874 

8,945 

S 111 

21,579 

2,050 

21.629 

30,991 

52,570 

6.012 

58,582 

January, 1981 

12,822 

13.031 

9,049 

S,9t)f 

21,871 

2,050 

23,921 

31,424 

53,295 

6,012 

59.307 

February, 1981 

13,123 


8,790 

8,672 

21.913 



31,736 

53,669 



March, 1981 

13,464 


9,712 

9,396 

23,176 



32 046 

55,222 



April. 1981 

13,8-57 


9614 

9,306 

23,471 



32,742 

56,213 



May, 1981 

14,079 


9,474 

9 318 

23,553 



33.262 

56,815 



June ‘5, 1981 

14,260 


9 722 

9,370 

23.982 



33,435 

57,417 



June 12, 1981 

14,387 


9 610 

9 458 

23,997 



33.396 

57 593 



A year ago 

12,^25 


11 698 

11,484 

24.223 



24.374 

48,597 




^On various dates starling trom Januaiy 1978, a number of scheduled commeicial banks have classified a laigcr proportion 
of their savings deposits as time liabilities (deposits) and a lowei proportion as demand liabilities (deposits) 


Sources of Change in M. 


(Rs Crorcs) 


As on last Friday/ 

Net Bank Credit to 

Bank Ciedit to 


Net Foreign Exchange 

Govern¬ 

Banking Sector’s Net 


Friday 

Oovemment 

C ommeiual Sctioi* 

Assets of Banking Sector 

ment's 

Non-monetary Liabilities 





— 

— 

— 


— 

— 

— 

Currency (Other than Time Deposits) M, 


RBI's 

Othei 

Total 

RBI's 

Other 

Total 

RBI's 

Other 

Total liabilities 


— 

- (1+2 


Net 

Banks' 

(la 1 lb) ( rcdit 

Banks 

(2a \ 2b) 


Banks* 

(Ja 1 1b) 

to the 

of RBI Residual 

1 Total 

3+4-1- 


Credit 

C ledit 



C redit 





Public 



(5a + 5b) 

-5) 


(la) 

(lb) 

(1) 

(2a) 

(2b) 

(2) 

(3a) 

(3b) 

(3) 

(4) 

(5a) 

(5b) 

(5) 

(6) 

1975-76 

6.697 

3.414 

10,112 

721 

14,671 

15392 

1,078 

IS 

1,094 

555 

2,S77 

2,290 

4,867 

2236 

1976-77 

6,926 

4.096 

11,022 

887 

17,617 

18303 

2.542 

70 

2,471 

568 

2,813 

2,451 

5,284 

27,280 

1977-78 

7.387 

6.083 

13,470 

954 

20,268 

213Z2 

4 512 

87 

4,445 

593 

3.452 

3.373 

6,825 

30^905 

1978-79 

8,568 

6.823 

15391 

1.248 

24 I(X) 

25347 

5,S06 

72 

5,434 

603 

3,312 

3,574 

6,886 

39,889 

1979-80 

11,su 

7,696 

19330 

1,547 

29.()SS 

30,632 

5.494 

-72 

5,422 

592 

3,930 

S,I46 

9,076 

4630 

1980 81 

IS 232 

9.363 

24395 

1,703 

34 6*»0 

36323 



4,617 

609 

4,741 

6,183 

10,922 

55,222 

June, 1980 

12.422 

8.725 

21,147 

1,563 

29,731 

31,296 

4,967 

72 

4,895 

599 

3,856 

5,309 

9,165 

48,772 

Soptembci P>S0 

12. SOI 

9,611 

22,112 

1.521 

30.068 

31,589 

5.09S 

72 

5,023 

595 

4,483 

5,422 

9,905 

49,414 

October. 1980 

12.903 

9.308 

22,211 

1,S24 

30 7S3 

32,307 

4.95*’ 

-72 

4,880 

599 

3,617 

S.839 

9,456 

50341 

Novcniber, 1980 

n,622 

9,631 

23,256 

1,600 

31.273 

32,873 

4,894 

—72 

4322 

603 

4,146 

6,062 

1038 

51346 

December, 1980 

13,871 

9.29S 

23,166 

1,623 

32 271 

33,894 

4.7 IS 

-72 

4,663 

604 

4,270 

5,487 

9,757 

52370 

January. 196i 

13,860 

9,854 

23.714 

1,627 

32 893 

34320 

4,779 

72 

4,707 

604 

4412 

5.838 

10,250 

53395 

February, 1981 

14,236 

9.586 

23 822 

1,647 

33.3-^3 

35,020 



4.825 

605 

4,500 

6,103 

10,603 

53.669 

March. l‘8l 

IS,232 

9.363 

24,595 

1.703 

34.620 

36,323 



4,617 

609 

4.741 

6.183 

10,922 

55322 

April 1981 

16 000 

lO.SIO 

26301 

1,709 

34,913 

36,622 



4,514 

609 

4,951 

7.091 

12,042 

56313 

May. 1981 

16,495 

10,547 

27,042 

1,690 

35.204 

36,894 



4,403 

612 

4,999 

7,137 

12,136 

56315 

June 5, 1981 

16618 

10,3S7 

26,975 

1,690 

35.470 

37,160 



4,279 

613 

4.895 

6.715 

11,610 

57,417 

June 12, 1981 

16.73 7 

10,280 

27,017 

1.690 

35.440 

37,130 



4,279 

614 

4,895 

6,552 

11,447 

57393 

A year ago 

12,988 

8,359 

21347 

1.506 

29.458 

30,964 



4,935 

601 

3,855 

5.395 

9,250 

48397 

*Includes public sector enlorprisei. 
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Farm animals and 
birds thrive bettex 
when fed with 

HICHEM Guar Meal. 


Guir Meal is a potential 
courcp of pioU in used as feed 
foi livestock iiicludinq 
Poultiy It has IJ times moie 
prott m than Guai 
Seed and compares well 
with protein content 
in oil cdkcs Hirhem Guar Meal, 
theiefore is a 
hi Th protein diet to 
increase milk ytold of youi 
livestock and 
eqgt ol your poultry 
keeping livestock healthy 
Guar Meal contains 
•40% piotein with G% oil 
•It has approximately 92% 
digestible nutrients 
♦Guar Meal can be 
fed by Itself 
or mixed with husk chum 
and oil cakes 
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of producing 

QUALITY PAPER. 

when the country is facing acute 

shortage of 
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being marketed at 

the most competitive prices. 
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<R )d, Office ; 

BIRLAGRAM, 94AGDA (M. P.) 










The Wings of Speed 

Fastest to Europe 

Via Moscow 
THE LUXURY AIRLINER 
ILUSHIN 62 




5 flights to 
Moscow every week 
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and 

3 flights to South East 
Asia Every Week 


The Soviet Airlines 
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July 8 

Over 1,000 Cangress(l) workers led by 
former Kerala Minister, Mr P.R. Kurup, 
joined the Janata Party, according to 
reports from Cunnanore. 

IRA hunger striker Joe McDonnell 
died in the Maze prison as be began 
the 61 SI day of his hunger strike. 

Union Government has evolved a 
scheme to promote ancillaries through 
indigenisation of products which are 
now being imported by public sector 
units. 

July 9 

Guerilla snipers attacked British 
troops and police in Belfast as street 
violence flared anew following the 
death of Irish Republican Aimy hunger 
striker Joe McDonnell. 

The Unit Trust of India tUTI) raised 
its dividend to an all-time high of 11.5 
per cent on ordinary units on the 
increased capital of Rs 3Mf crores for 
the year ended June 30, 1981, 


The Reagan Administration told 
Congress it proposes to sell an estimated 
875 million worth of radar equipment to 
Saudi Arabia. 

July 10 

The Government announced an increase 
of 53 paise pci litre in the price of 
petrol. The pi ice of high speed diesci 
oil goes up by 32 paise per litre. The 
Government niso announced the revision 
in prices of a number of other petroleum 
products. 

India's purchase of massive quantities 
of US wheat has sent grain prices soar¬ 
ing on world maikcts. 

July 11 

Sugar production for the I9H0-8I 
season, accoidmg to the Indian Sugar 
Mills Association, went up to 50.45 lakh 
tonnes till June 15 against 38 lakh tonnes 
during the corresponding period last 
season. 

The Reserve Rank annonneed, as part 
of its anti-inflationary package, increases 


in the Bank Rate and the statutory 
liquidity ratio (SLR) of banks by one 
per cent each, from 9 to 10 per cent and 
from 34 to 35 per cent respectively. 

The proposed Indo-US talks on 
nuclear co-operation scheduled for July 
14 and 15 postponed at the request of 
the United States. 

July 12 

The Planning Commission cleared 
the Tourism Department's proposal to 
set up an institute of tourism and 
travel management. 

Mizoram Lt. Governor Adm. Kohli 
has asked the security forces to seal 
the international border with Bangladesh 
to prevent any fuilhcr infiltration of 
Chakma tribals from the Chittagong 
hills tract. 

July 13 

India and Hungary agreed to promote 

further cooperation in water resource 
development. 

The European Economic Community 
(LEO has endorsed the proposed Inter¬ 
national Cocoa Agreement despite the 
Ivory Coast’s refusal so far to tgke 
pait. '' 

The import of coconut oil and copra 
stopped. 

July 14 

Mr Shiv Charan Mathur, former 

Minister and a senior Cangress(I) leader, 
took over as Chief Minister ol Rajasthan, 
succeeding Mr Jagannalli Pahadia who 
had resigned. 

The US dollar has now become 

costlier by 10 p following the revision 
by tlic Reserve Bank in the exchange rates 
for purchase and sale of US dollar notes. 
The revised latcs announced by RBI are 
8 I is equal to Rs 8.50 foi selling. 

Fresh rioting erupted in siv English 
cities, including the army garrison town 
of Aldershot, on the llih day of urban 
violence in Britain. 

The Soviet C onimunist Party daily 
‘Pravda’ has characterised President 
Reagan’s dLCisioii to lift restrictions on 
arms ’^ales abroad as a new step to 
build up laigc scale military prepara¬ 
tions and whip up tension in the world. 

The Government has decided that 
journalists and non-journalists should 
be paid a minimum dearness allowance 
at Rs 1.30 per point rise in the consumer 
price index. 
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Can Raising Prices Cure IniOation ? 


Can raising prices cure inflation? The layman would obviously 
say no. The economist can think up some complicated 
scenarios where this might happen. But it would indeed be an 
intrepid economist who claimed that the hefty rise in the price 
of petroleum products and fertilisers* part of the Government's 
anti-inflation package* is in any way anti-inflation. On the 
contrary, it would be difllcult to think of anything better 
guaranteed to cause inflation, and newspaper reports suggest 
that even Government oflficials concede that the wholesale 
price index will go up three to four per cent. This is only the 
immediate impact. The long-term impact will be more, as it is 
now inevitable that foodgrain prices will have to rise yet again. 

or course, the price hikes are going to reduce the Govern¬ 
ment's budgetary deficit, and this will help curb monetary 
pres.^ure on prices. But this can hardly do more than very 
partially offset the damage done by price hikes. Higher 
petroleum prices will fetch the Government oil companies 
roughly Rs 1000 crores in a full year, or Rs 825 croies in the 
remaining months of 1981-82. But the Government's ex¬ 
penditure will also rise by several hundreds of crores, as it is 
itself a majoi consumer of oil. The rise in domestic fertiliser 
prices reflects little more than higher raw material costs, but 
will increase the Government's profit margin on im¬ 
ported fertilisers, so that the fertiliser subsidy will 
come down from Rs 600 crores to Rs 425 crores. On 
balance, the Govci nment’s deficit may be reduced by something 
like Rs 600 crores this year. In itself it is welcome; but it will 
not prevent a further rise in the wholesale price index, with 
all the accompanying implications (like higher dearness 
allowance). 


We have argued before now that petroleum prices in India 
are too low and should be raised. Hence we welcome the 
Government's price hike. But this should not be confused with 
combating inflation. Realistic oil prices arc required to 
produce a rational energy policy and encourage economy in 
energy consumption. But this involves pushing prices high, 
not bringing them down. Pi ice stability must not be confused 
with unconscionable subsidies for a depleting resource. Even 
after the price hike, the Oil and Natural Gas Commission will 
be getting only Rs J ,200 per tonne of oil. This is jusl half the 
international rate of 36 dollars per barrel (or Rs 2,400 per 
tonne). Since the targeted production of domestic oil this 
year is 16.75 million tonnes, the Government is implicitly 
giving a subsidy of almost Rs 2,000 crores by keeping ONGC 
prices low. As against this, the Government will get Rs 1645 
crores by way of import and excise duty on petroleum products. 
Hence even after allowing for this, there is a net subsidy of over 
Rs 300 crores for oil. This defies all reason. Even the prodigal 
gas-guzzler, the USA, has decontrolled domestic oil prices and 
allowed them to rise to the international level. We seem intent 
on repeating the American mistake of following a cheap oil 
policy. Yes, even after the latest price hikes our oil is still cheap. 

The Government’s anti-inflation package is hesitant and 
unconvincing. It originally contained teeth in the form of a 
proposal to freeze dearness allowance payments and dividends, 
but these were drawn by the Cabinet, which was unwilling to ' 
restrict either the purchasing power of workers in a time of 
inflation or the yields of company shares at a time when the 
capital market has at long last taken off. 

The most convincing and most necessary part of the package 
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to its stress on imports to augment supplies and curb prices. 
Already l.S million tonnes of wheat have been purchased, and 
4'm all 4 5 million tonnes may be contracted for. This will cost 
up to 7C0 million dollars. Two lakh tonnes of sugar arc being 
purchased, and the earlier hesitancy on buying edible oils is 
being abandoned. It is encouraging that the Government has 
not got trapped into a siege mentality about the shortage of 
foreign exchange. Despite the recent erosion, reserves are 
still SIX billion dollars, and it would be criminal to just sit on 
this money at a time when shortages of wage goods arc rife. 

Sugar pikes have already tumbled with the announcement 
of a higher monthly quote release. The increased level of 
releases can b^ maintained only by running down existing 
stocks to near zero by the time the next sugar season com¬ 
mences in October, and imports will be a handy stand-by. In 
g case they are not needed, they will form the first part ol the 
buffer stock that is proposed to be built. The experience of 
wheal has already shown the difficulty of creating a buffer 
stock purely from dome.stic surpluses, which arc often marginal 
and liable to disappear altogether in bad years. 

The issue of wheat thiough the public distribution SNstem 
reached a peak of 7.5 lakh tonnes per month last yeai, but had 
to be slashed to 4.5 lakh tonnes per month to conserve the 
Government’s fast dwindling stocks. The food Department 
was hopeful that this year’s bumper ciop would yield 9.5 million 
tonnes of wheat procurement. This turned out to be a pie in 
the sky- procurement has not even touched 6 5 million tonnes. 
Given the large differential between the rationed price and open 
market pi ice, the poor procurement performance is hardly 
surprisi ng. Private stocks dried up totally during the lean 
^ days of the last fifteen months, and private traders are anxious 
to stock up. Farmers are equally anxious to hold back 
supplies in the hope of getting higher prices in the winter. 

There is not much point in Mr Atal Behari Vajpayee and 
others yelling that the Government is sitting weak-kneed anil not 
taking any action against hoarders. It is worth recalling that 
wholesale trading in wheat was taken over by the Government 
in the early 1970s, and the experiment degenerated into a fiasco 
which then had to be abandoned. It is no use behaving like 
King Canute and ordering everyone to pour stocks into the 
Oovernment s lap—this simply will not happen, and anybody 
who thinks it will is ignorant of the limits of administration. 
The only way the wheat shortages of the early 1970s were over¬ 
come was by way of large imports. And these are necessary 
again if the trick is to be done. 

The pric: at which wheat has been bought is very reasonable, 
and the landed cost is expected to be Rs 160 per quintal. The 
domestic procurement price is only Rs 130 per quintal, and 
this has led several lobbyists to complain that the Government 
\ is willing to pay American farmers much more than it pays 
Indian ones. The complaint is silly, since paying high prices 
to Indian farmers will not augment total availability, while 
buying abroad will. Secondly, the imported wheat will in 
fact be economical. Althou{|bthe procurement cost is Rs 130 
per quintal, the economic cost (inclusive of charges. 


sales tax, bagging, transport, storage, and all the other distri¬ 
bution costs) is estimated in the budget papers at an average 
of Rs 168. The economic cost of grain to be delivered to 
Tamil/ Nadu and Kerala, will be even higher—something like 
Rs 180 per quintal. The imported giain should be landed at 
Madras and Cochin, and its economic cost could quite con¬ 
ceivably be less than Rs 180 per quintal. In the bargain it will 
release thousands of railway wagons from the task of carrying 
grain from Punjab to the south. This will be a major bonus, 
as increased wagon availability will help a wide range of 
industries. 

The Prime Minister’s announcement that half a million 
tonnes of edible oil will soon be imported is unlikely to 
cause much of a stir. In past years, we have imported up to 
one million tonnes. Perhaps the time has come to ask the 
USA for edible oil and wheat under PL 480. There is no 
point in making a status issue of this. If we can buy steel 
plants and fighter aircraft under credit, we can certainly buy 
food too on cicdit(that is what PL 480 amounts to now— 
there is no longer any payment in lupees). Wc have time and 
again criticised the USA in international forums for not 
giving enough aid We can hardly expect to be taken seriously 
if we ourselves regard such aid as untouchable. 

The monetary squeeze will hurt industry much more than 
speculators, who have demonstrated in the past they can 
obtain enormous funds obtside the banking system. The 
bank rate has been hiked one per cent. The rise in the statutory 
lending ratio from 34 lo 35 per cent comes on lop of 
the earlier decision to raise the cash reserve ratio by one 
per cent. This means that in all Rs 800 crores will be 
impounded from banks at the cost of industry. Half this 
sum will be available for the Government to tap through 
additional bonds. This will help reduce the budgetary deficit. 
It was only a few months ago that the RBI ceased impound¬ 
ing 10 per cent of additional bank deposits over and above 
the net liquidity ratio. The rapid expansion of money supply 
has made it retrace its steps 

The increase in compulsoiy deposit rates means that 
disposable income from the top bracket of taxpayers will fall 
to barely 16 per cent, an excellent inducement to keep their 
money black. As il is, the measure is only expected to bring 
in Rs 15 crores. The new requirement that all large deposits 
over Rs 10,000 should be repaid by account payee cheque is 
unlikely to unearth any black money. Contrary to the 
popular impression, plenty of black money lies in the banking 
system. Anybody receiving a cheque in an inconvenient 
name simply has to open a new bank account, encash the 
cheque, and then close the account. There is not the slightest 
chance of catching him. What will he the net impact of the 
anti-inflation package ? The immediate result will be an 
increase in prices thanks to dearei oil. But imports of wheat, 
sugar and edible oil should help hold the price line in the months 
ahead. Much will depend on the behaviour of the monsoon. 
A good one should certainly stem the tide of inflation, parti¬ 
cularly now that the latest measures have reduced 
financing quite dramatically. 
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E conomic s has never been the strong 
point of the Jan Sangh or its new 
incarnation, the Bharatiya Janata Party. 
But the recent remaiks of Mr Atal Behari 
Vajpayee on wheat imports make me 
wonder if he is really as ignorant as he 
sounds or is merely playing to the 
gallery. He has denounced the wheat 
imports as “a national disgrace” and “an 
# economic disaster”. He is “ama/ed” 
that imports should be needed when 
there has been a record haivcslofl33 
million tonnes. 

Tut lut, Mr Vajpayee. You seem to 
foigct that the population is breaking 
records every year, whereas agriculture 
is not. The record crop you aie boast¬ 
ing about IS only two million tonnes 
higher than in 1978-79, but meanwhile 
the population has increased by 25 
million. Do >ou really find it amazing 
that two million tonnes of grain are 
insufficient to feed 2^ million people ? 
If you make the necessary calcula- 
tions, you will discover that this 
level of nutiition is less than half of 
even the poverty line definition. An 
attempt h> feed 25 million people with 
two million tonnes would result in mass 
staivation. Of course, this would solve 
the prot^lcm of feeding them altogether. 
But is this really the solution you are 
propounding ? 

You would bo on much firmer ground 
if you said that our agricultural perfor¬ 
mance is a disgrace and disaster. Despite 
the much-touted green revolution, agri¬ 
cultural output has barely kept ahead of 
population growth. In the mid-1970s 
wc built up a buffer stock mainly through 
imports, and a succession of good 
harvests fooled the gullible into thinking 
that we had become a surplus grain 
producer. It took only one major 
y, drought to send food stocks plummeting 
and prices soaring. 

So we stand exposed as boastful frauds, 
who talk of a green revolution when 
the per capita availability of grain is no 


higher than in 1964-65. But having said 
this much, surely the answer is to 
import gram and thus increase food 
availability. How can it be a national 
disgrace or disaster to provide more 
food for ration shops ? On the contrary, 
it would truly b^‘ a disgrace and disaster 
if the Government sat on its fat foreign 
exchange reserves at a time when food 
prices arc skyrocketing. 

Vajpayee is outraged by the fact 
•^**thal the Government is willing to pay 
higher prices to American farmers than 
to Indian ones I’m sorry again, Mr 
Vajpayee, but \oiir mathematics needs 
a lot of brushing up. The wheat to be 
imported costs 172 dollars per tonne 
orRsl53 per quintal. You say this is 
much higher than the Rs 130 per quintal 
paid to the Indian farmer. But the tv\<y 
figures are not comparable, as the Ameii- 
can price includes not only the farm price 
but also costs of storage, handling and 
transport to ports. If one includes all 
these costs in India’s case, the cc(momic 
cost of wheat comes to Rs 168 per 
quintal, winch is much higher than the 
American rale 

In any case, it is false logic to compaie 
the prices beirg paid to American and 
Indian farmers f ven if wc paid more 
to the American farmer, it would still 
be worthwhile importing wheat as this 
would increase total availability in India. 
But paying moic to the Indian farmei 
will simply increase prices without 
increasing availability. 

“PL 4^0 days threaten to come back” 
according to Mi Vajpayee. “The spine¬ 
less Congress(l) Government is out with 
a begging bowl to the USA. Wc cannot 
remain mute observers to this outrage.” 
Mr Vajpayee is not a mute observer, 
merely a blind one, and his blindness is 
quite deliberate. The Government has 
made commercial purchases of wheat, 
and has not sought food aid. Docs 
Mr Vajpayee seriously expect us to 


believe that he does not know the 
difference ? 

It is possible that at some stage the 
Government may seek PL 480 aid. If 
it does so, what is outrageous about it ? 
Nobody wants to return to the night¬ 
marish days of the 1960s when India led 
a ship-to-mouth existence and the stock 
of fast accumulating PL 480 rupees 
became almost as large as the Govern¬ 
ment’s budget. That was certainly a 
time of national disaster and disgrace, 
when we had to grovel before the 
Americans and submit to arm-twisting 
on policy. Bui PL 480 imports in the 
1970s did not follow this pattern at all. 
Indeed, at that time Mr Richard Nixon 
and Mrs Indira Gandhi hated each other* 
and there was a formal ban on all 
normal US aid to India, yet supplies on 
a large scale were made available under 
PL 480 which did not involve any sub¬ 
mission to US foreign policy. 

R Vajpayee himself as External Affairs 
Minister has criticised the USA 
for giving so little aid and falling short 
of the UN aid target. Now he suddenly 
finds It disgraceful to accept US aid. 
How can he simultaneously demand more 
US aid and describe it as outrageous ? 

He has called for a boycott on all 
irapoitcd wheat by port workers and 
consumers It is far better, he claims, 
to go without food foi four days in the 
year than to touch foreign wheat. Mr 
Vajpayee Inmsclf is a corpulent gentleman 
who urgently needs to go on a diet, and 
It would no doubt be salutary for him to 
follow his own ad\icc. But he con¬ 
veniently forgets that hundreds of millions 
of oui people go without food for 
several days simply because of high 
prices and non-availability, and to ask 
these undernourished millions to go 
hungry even longer in order to satisfy 
Mr Vajpayee’s notions of nationgi 
honour is the ultimate disgrace. 

—Swaminatban S. A|yar 
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Gaines A President Must Play 


President Reagan has won one half 
of his budget battle with the Democrats 
in Congress—the easier half. He did 
it by prising out of party discipline 29 
democratic votes which provided him 
with a majority for his package of spend¬ 
ing cuts in the House of Representatives 
where his own party is in a minority. 
The errant flock needed some persuading 
and Reagan was more than ready with 
his sweeteners all of which were not 
mere jelly beans, his favourite candy. 
For instance, much against his free- 
market inclinations he had to promise 
price support subsidies for sugar to win 
over Democratic Congressmen in the 
soutliern US, whom it profits to please 
the sugar interests in their constituencies. 
His recompense was the passage in the 
House of spending cuts totalling S38.2 
billion as close to the $38.5 billion 
package approved by the Senate as makes 
no difference. The reconciliation process 
in which the two chambers will now 
engage themselves ought not to present 
many difficulties. 

The Tug-of-War 

What will certainly be a problem is the 
other half of the battle yet to be won— 
the tug-of-war between the President 
and the Democratic leadership in the 
House over a tax-cut programme. Reagan 
has been compelled to yield ground, 
primarily because Wall Street and the 
bankers and other money-men could not 
be talked into believing that his original 
proposal for 30 per cent reduction in 
taxes across the board over three years 
was innocent of inflationary risks. Al¬ 
though Vice-President Bush has found 
It necessary to recant from his own 
presidential campaign dc.scription of 
Reaganomics as “voodoo economics*’, 
that lethal phrase has continued to 
jAaguc administration salesmen of any 
inersion whatsoever of supply-side 
economics. 

The President has had to take this 
into account by agreeing to some dilution 


V. Balasubramanian 

of his tax reduction programme, which 
now aims at cutting taxes by 2S per cent 
over a period of thirty-three months. 
The Democratic leadership, having 
tasted blood, is demanding more and is 
standing by its own version of budget 
cuts, which, as approved by the Demo¬ 
crats on the House Ways and Means 
Committee, envisages a two-year span 
of tax reductions providing for an initial 
cut of 5 per cent to be followed by 
another 10 per cent. The Democratic 
alternative also tilts towards tax-payers 
in the $20,000-50,000 bracket. The next 
stage of battle is now being joined with 
the Republican leadership planning to 
carry to the floor of the Senate the 
revised Reagan tax-cut package which 
has already been approved by the Senate 
Finance C’ommittcc. 

Attractive Scenario 

Meanwhile Treasury Secretary Donald 
T. Regan has sketched an attractive 
scenario for the US economy should the 
President succeed in getting his economic 
recovery package through the Congress 
even with the modifications he has bren 
or may further be compelled to accept. 
]f both the spending cuts and tax cuts 
are enacted by August 1—the deadline 
which the President has prescribed but 
which is dependent on the conservative 
southern Democrats who gave him his 
majority on the budget reductions staying 
with him on the tax-cut plan Secretary 
Regan expects the federal budget to be 
balanced by 1984. Tntcrviewsd by the 
US News & World Report, he also said 
that the tax cuts would be very stimula¬ 
tive to new plant and equipment, parti¬ 
cularly in the service industries and would 
thereby start producing more jobs in 
1982 and a lot more jobs in the two 
succeeding years. Simultaneously infla¬ 
tion would begin to cool off and be in 
the single-digit area over the current 
year. The administration is projecting 
interest rates coming down to around 
12 per cent from around 20 per cent 


(prime) at present and even if this target 
is not hit this yenr, this will still be only 
a very close miss. 

No Wishful Thinking 

Right now it is a matter of considerable 
urgency for the Reagan administration 
to persuade its OEC"D colleagues that it 
is not indulging in wishful thinking 
about a downward trend in US interest 
rates. In Western Europe and Japan 
the high US interest rates are being 
accused of generating major currency 
disturbances and imposing rigorous 
deflationary disciplines on countries 
already troubled by the social or eco¬ 
nomic consequences of disturbing levels 
of unemployment or bearish outlook for 
GNP growth rates. While recent ex¬ 
changes between spokesmen of the 
Reagan administration and the central 
bankers of Wc.st European countries 
have led to the acceptance of or even 
admiration for the anti-inflationary 
goals of the Reagan economic recovery 
programme, there has been only agree¬ 
ment to disagree on the heavy reliance 
which the Reagan administration is 
placing on purist monetarist means for 
achieving those ends. This diflercnce 
in perceptions is expected to provide the 
agenda for a sharp debate when the 
heads of State or Government of the top 
seven industrial nations meet in Ottawa 
on July 20-21 to take stock of economic 
trends and prospects. 

President Reagan, however, will be 
going to the Canadian capital in a mood 
which is aggressive rather than apologetic. 
While he is personally convinced that the 
best way the US economy could serve its 
own interests as well as the interests of its 
major trading partners is by controlling 
federal dcficil.s and the growth of money 
supply and thus getting back to a non- 
inflationary route to expansion as early as 
possible, his advisers on economic issues 
and policies are preparing a formidable 
brief for him. The game plan includes a 
frontal attack on West European Govern- 
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ments critical of Reagaoite monetariim 
for not doing enough about their 
^ Government deficits which are bigger than 
the American when measured in terms of 
the respective GNPs. 


I 


Rather interestingly, the American case 
has already received support from an 
unexpected source, viz., the economic 
brain trust advising West German Chan¬ 
cellor Helmut Schmidt, who has been 
one of the most outspoken critics of US 
interest rate policies. This five-member 
council has identified overspending by 
Government, a towering balance-of-pay- 
ment deficit and immoderate wage agrec- 
tnentsas the significant causes of the 
current frustrations or strains in the West 
German economy. 


French Attitude 

However, Schmidt is not the only 
adversary Reagan has to ready him¬ 
self for. Possibly an even more difficult 
debater could be I rancois Mitterand, who 
has already placed himself at a distance 
from Reaganite economics or sociology 
by setting out a socialist course for the 
French economy and, in the area of 
international economic relations, harshly 
questioning the Reagan inclination toward 
the disengagement of industrial nations 
^ from the needs and expectations of Third 
World countries. West Germany and 
Japan arc known to have expressed their 
disapproval of the Reagan administra¬ 
tion’s budget proposals fin- cutting down 
on American financial commitments to 
multilateral development institutions, 
while Canada has a durable reputation 
as a reliable champion and practitioner 
of development assistance. 

The position that the US President may 
take up on this issue, when it comes up 
in Ottawa, will probably be to claim that 
his decision to attend the North-South 
summit set for October in Mexico should 
be proof enough of his administration’s 
constructive interest in this kind of 
international cooperation, although bis 
concept of how industrial nations could 
^ effectively assist in the economic growth 
of developing countries must be influenc¬ 
ed by the economic and social philoso¬ 
phies which he is favouring for the eco¬ 
nomic progress of hts own country. The 
President may choose to reserve the main 



exposition of his administration’s ap¬ 
proach to North-South issues to the 
Mexican event, but it is not unlikely that 
he will be tempted to express himself in 
some detail in Ottawa as well. 

In one area of international economic 
relations, however, Reagan may be on 
firmer ground than most of his compeers 
at the Ottawa summit, thanks to his 
administration's ideology of free trade. 
Despite opposition not only from the 
afiected trade interests but also from 
influential Congressmen, he recently 
decided to allow the quota restrictions on 
imports of footwear from South Korea 
and Taiwan to lapse. This in a way 
redeems his free trade philosophy from 
the taint cast on ii by its admistration’s 
manoeuvres to force Japan to accept 
“voluntary” lestraint on exports of 
automobiles to the US market. 

Of larger importance, however, is the 
statement of trade policy just presented 
to Congress. I he core of this policy is 
that, while vigorously negotiating with 
other countries for reciprocal casing of 
trade barriers, including export subsi¬ 
dies in any torni, the Reagan adminis¬ 
tration will refrain from practising 
protectionism merely for the sake dT 
helping jncfiUcient or low-productive in¬ 
dustries to evade their obligation to cut 
their losses cither by going out of busi¬ 
ness or shifting their resources or 
operations to areas where they may have 


a chance to be competitive. Taken to 
task by Senators for expousing the mur¬ 
derous doctrine of survival of the fittest, 
administration big guns, such as Secretary 
of Commerce, Malcolm Baldridge, US 
Trade Representative, William Brock and 
the Chairman of the Council of Economic 
Advisers, Murray Weidenbaum, have 
nobly retorted that they stood by the 
right of businesses to fail and that they 
see no virtue in an economy which would 
raise prices or taxes, or depress wages or 
profits while reducing job opportunities 
by practising protectionism to keep alive 
industries which could not cope with 
fair foreign competition and therefore 
would, if they could, continue to be 
wasteful of national resources that could 
be more productively employed elsewhere. 

Lest some of us, liberals in trade matters, 
become intoxicated by this heady elo¬ 
quence, Jet me record that even Reaganite 
ideology must carefully count the 
battalions which special interest lobbies 
may be able to mobilise The sugar lobby 
was mentioned earlier. There is the even 
more powerful dairy lobby with its iron- 
grip on federal subsidies as also the 
tobacco lobby currently campaigning 
confidently for quotas on lower-priced 
imports. This, after all, is an imperfect 
world and even the Rcaganitcs had to 
reassure querulous Congressmen that the 
administration would stay with the multi- 
fibre agreement that regulates the inter¬ 
national trade in textiles. 
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Economic Analysis 


Agricultural Growth in India and S-E Asia 

Dr R. N. Poduval 

ncccssaiy to indicate at the outset Tablf I determined largely by the food sub- 

overage of South-l ast Asia that I Agriculforal Share in Labour Force sector. 


It is ncccssaiy to indicate at the outset 
the coverage of South-Fast Asia that I 
have in mind. 1 have excluded the 
centrally planned economies and the 
developed etonomics of South-Last 
Asia. For purposes of my exposition, 
South-Last Asia theicfore, comprises 
Indonesia, Malaysia, the Philippines, 
South Koica and 7hailand. All these 
countries and India have been pursuing 
economic growth within the fiamework 
of a mixed economy though their 
growth stiatcgies and achievements 
have dilfcrcd. 

Most of these South-Fast Asian coun¬ 
tries have been classified as Middle In¬ 
come Counli les having per capita income 
exceedinglJS $300. One of them, South 
Korea, is included among ‘the Newly 
Industrialising Countries' (NICs), those 
with a growing industrial base geared 
to exports, whose economics the other 
less developed countries are often 
urged to follow and which several, not¬ 
ably India, Malaysia, the Philippines 
and lhailand are alieady trying 
to copy. 

The share of agriculture in GDP has 
fallen to 27.31 per cent in the eco¬ 
nomy ot South-Last Asian countries 
(between 1960 and 1977). Nevertheless, 
agriculture is still dominant in their 
economics. Although between 1965 
and 1975 there has been a perceptible 
jail in the agiicultural shaic of the la¬ 
bour foice in these countiies, unlike in 
India, wheic there has practically been 
no reduction, (Tabic 1) half or more 
of the laboui foicc is still engaged in 
agriculture, opportunities for produc¬ 
tive employment and for higher income 
have therefore to be sought within the 
agricultural scctoi. 

The dominance of agriculture is also 
visible in the contribution of agiicul- 


(In per cent) 


1965 

1975 

India 

73 

72 

Indonesia 

72 

67 

Malaysia 

60 

52 

Philippines 

59 

54 

South Korea 

62 

54 

Thailand 

81 

72 


Sourcc : Asian Agricultuial Survey 
1976. 

tural exports to total foreign exchange 
earnings in Soth-Last Asian countries 
ban mg South Korea. In InJia and 
South Korea, agricultural exports 
constitute less than 10 per cent of gross 
agricultural output (1970-1974). In 
Malaysia, the Philippines and Thailand, 
on ihe other hand, the proportion ex¬ 
ceeds 30 per cent. In India and South 
Korea, the export sub-sector of agri¬ 
culture is too small to play a major 
role in agiicultuial growth, this being 


Except in South Korea, the problem 
of population relative to available land 
is not particularly acute in South-East 
Asia. Population growth which is 
highei in Soulh-Fastcrn countiies (ex¬ 
cluding Indonesia and South Koiea) 
than in India, is no doubt pressing 
on the development process but the 
pressure is eased by land settlement 
schemes in Malaysia and by tiansmi- 
gration to the outer islands in 
Indonesia. 

In spite of these somewhat divergent 
characteristics of the structure of the 
agricultural economy of India and of 
the South-East Asian countries, the 
strategy of agricultural growth of latter 
IS of some relevance to the former. 

In the Sixties as well as in the Seven¬ 
ties. both the growth rate of agricultu¬ 
ral production and of food production 
in South-East Asian countrie.s barring 
Indonesia, exceeded that of India, as 
will be seen from Table II. 

Except Indonesia, the other South- 


Tablk II 

Growth Rate of Gross Agricultural Production and Food Production 
(Percentage per annum)* 


Agricultural Production 


Food Production 


1961/6‘5—1970 

1971-80 

1961/65—1970 

1971—80 

India 2 9 

2.5 

3 1 

2.6 

Indonesia 3.7 

24 

3.8 

2.4 

Malaysia 5.9 

3.7 

5.7 

4.3 

Philippines 3.0 

5.3 

3.1 

5.2 

South Korea 4 3 

7.0 

4.2 

7.3 

Thailand 4.0 

5.6 

3.9 

5.9 


* Growth rates calculated from FAO Index numbers of production. 
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East Asian countries have in the Seven¬ 
ties either achieved or exceeded the 
second United Nations Development 
Decade target of four per cent rise per 
annum in agricultural production, 
whereas in India the growth rate has 
been only 2.5 per cent per annum. In 
respect of food production, while in 
India it just kept ahead of population 
growth, it outstripped population 
by a wide margin in South-East Asian 
countrids (Table III.) 

Table III 

Growth Rate of Population and Food 
Production (Per Cent per Annum) 



Gronith 
rale of 
population 
1970-77 

Growth 
rate of 
food pro- 
ducTion 
1971-80 

India 

2.5'*' 

2.6 

Indonesia 

1.8 

2.4 

Malaysia 

2.7 

4.3 

Philippines 

2.7 

5.2 

South Korea 

2.0 

7.3 

Thailand 

2.9 

5.9 


•Refers to growth rate between 1971 
and 1981, 

Rice dominates the economy of South- 
East Asia. In India, two tendencies 
have been visible in the rice economy. 
In the first place, the proportion of 
wheat in total foodgraln output has 
been increasing, from 14 per cent in 
1964, it has increased to about 25 per 
cent in 1977-78. As a proportion of 
rice production, wheat output which 
constituted about 32 per cent in 1960-61 
has increased to 66 per cent by 1978- 
79. A much larger proportion of wheat 
area (71 per cent) has been under HYV 
whereas that of rice has been only 
about 41 per cent. In fact, rice produc¬ 
tion has responded less dramatically 
than wheat to technological change. 
This is so also in all South-East Asian 
countries. 

The other tendency visible in 
India has been that the growth in 
productivity has been taking place in a 


few non-traditional rice growing areas 
with assured irrigation such as Punjab, 
Haryana and Western Uttar Pradesh. 
Although the contribution of Punjab 
and Haryana to total rice production 
is only about six per cent (1975-76 to 
1977-78), it is substantial in respect of 
marketed surplus, since rice is grown 
as a cash crop in these States and al¬ 
most the entire production is marketed. 
One of the important factors for the 
lack of spread of new rice technology 
to traditional areas has been that rice 
is largely grown in the kharif season 
when water management becomes diffi¬ 
cult because of the monsoon season. 

The Asian Agricultural Survey 
(I976)\ has estimated the proportion 
of rice aiea under four major environ¬ 
mental categories ; irrigated, rainfed, 
upland and deep water. 

It will b: seen that except in 
Malaysia, non-irrigated rice area 
constitutes more than 50 per cent. A 
major detriment to adoption of HYV 
is inadequate water control; the risk 
associated with application of fertilisers 
and otlicr inputs is greater under 
uncontrolled water conditions. It is 
not surprising, therefore, that the 
HYV’s have hardly made any headway 
in Thailand where limited irrigation 
facilities and incflective water control 
in the wet sci^on make HYVs ill- 
suited environmentally. 

Rice yields in South-East Asian 
countries except in South Korea are 
still below three tons per hectare. In 


South Korea, a number of factors 
have contributed to the remarkable 
improvement in productivity w'hich 
has attained a level of 5 to 6 tons per 
hectare, one of the highest in the 
world. The rise in productivity which 
.started since the 192()’s owed in the 
first place to the Japanese policy of 
expanding irrigation and drainage, 
dissemination of improved seeds and 
spreading of the use of fertilisers to 
supplement the Japanese delicit in 
domestic supply of foodgrains. The 
improvement in expansion of irriga¬ 
tion facilities continued till the 1930’s 
and South Korea has now attained 
an irrigation ratio of 75 per cent. 
Since the Thirties, the input items 
which have shown a remarkable rise 
are fertilisers and high yielding 
varieties of seeds. The South Korean 
experience indicates that the funda¬ 
mental requirement for increase in 
rice productivity are; (a) control of 
water, and (b) technological innova- 
vation centring around the introduc¬ 
tion of higher yielding varieties with 
high fertiliser response*. Under the 
constraint of land resources, a land 
saving technology was resorted to. 

That basic investments in land in 
the form of flood control and irriga¬ 
tion arc a crucial condition for subs¬ 
tantially increasing production is also 
illustrated by Malaysia where 78 per 
cent of the total paddy lands have 
been served by irrigation facilities* 
Of the irrigated areas, 61 per cent 
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TAnii IV 

Estimates of the Proportion of Rice Area Under Four Major Emironmental 
Categories. (Proportion of Area in Per Cent) 


Country 

Irrigated 

Rainfed 

Upland 

Deep-water 

India 

40 

50 

5 

5 

Indonesia 

47 

31 

17 

5 

Malaysia (West) 

77 

20 

3 

0 

Philippines 

41 

48 

11 

0 

Thailand 

11 

80 

2 

7 


Source : Asian Agricultural Survey 1966: Page 76 (Data refer to 1970-74) J 
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have facilities for double cropping, a 
main and a second crop. 

The principal effect of the greatly 
expanded use of power driven pumps 
in India leferred to as ‘pumpset 
revolution' has been an enormous 
increase in the use of ground water. 
Irrigation made possible by this 
process has been highly complemen¬ 
tary to the new varieties and increased 
fertiliser use. It has also been comple¬ 
mentary to public investment in 
infrastructure such as rural electrifica¬ 
tion. 

Despite the emphasis on irrigation, 
higher overall productivity hinges on 
a brcakthiough in technology for 
rainfed rice. Hitherto rainfed areas 
have not received the same atten¬ 
tion in icsearch and development 
programme as irrigated areas. Varietal 
research on evolving high yielding 
varieties for rainfed nee is far behind 
than that for irrigated rice. Jn fact, 
it IS only recently that international 
and national institutions have initialed 
serious cffoits on varietal research for 
rainfed and deep water rice. Normally, 
it takes 8-10 yeais for varietal research 
to make any significant impact on 
output. 

Considering th»it nearly one half 
of the rice area is non-irrigated 
and the potential for increasing pro¬ 
duction on such vast area is siibs- 
tantidl, very high priority needs to be 


Thailand, maize is largely an export 
crop, in Indonesia and the Philippines, 
the bulk of crop is consumed domesti¬ 
cally as food. The most spectacular 
growth in maize production has been 
in Thailand where the development 
of an export market and opening 
up of new areas to maize stimu¬ 
lated by construction of new and 
improved highway gave a big spurt 
to production. Between 1966-1976 
production more than doubled from 
slightly over 1.0 million tons in 1966 
to 2.7 million tons in 1976. 

Jn India, sorghum (jowar), millet 
and pulses have been far more impor¬ 
tant than maize production. The 
shift to more productive and lemu- 
ncrative foodgrain crops have resulted 
in a decline in area planted to 
sorghum and to a decline in produc¬ 
tion in respect of pulses. Sorghum 
has been grown mostly m areas of 
uncertain rainfall. The area under 
HYV constitutes only 19 per cent 
of the total area under sorghum. 

Pulses have lost ground to the more 
remunerative grains. Owing to the 
increase in profitability of wheat, 
Rabi pulses have given way to wheal. 
Similarly, Kharif pulses have lost 
ground to irrigated crops where the 
new technology have proved more 
profitable. Both sorghum and pulses 
are predominantly grown by low 
income farmcis and these crops are 


substantia] importer of vegetable oils. 
Estates predominate in oil palm 
because of the technical problem of 
extracting the oil from the fruits; the 
ripe fruit bunches must be processed 
within twenty four hours of harvesting 
and therefore a processing factory 
must be close by. Moreover, palm 
oil processing factories are costly; 
processing units for small-scale cultiva¬ 
tion have not been introduced; small 
holders have been organised in estatc- 
likc schemes to plant the crop. 

As in respect of sorghum and pulses, 
the area under oilseeds particularly 
groundnut has shown a tendency to 
decline in India with the competition 
of high yielding grains paiticularly 
millets such as bajra. Two factors 
have helped the rapid increase in export 
earnings from oilseed crops in South- 
East Asian countries. In the first place, 
they benefitted greatly from the sharp 
price rise due to the steep increase in 
oil prices since 1973. Second, much 
greater research efforts have gone into 
increasing productivity so as to 
improve the competitive position of 
export crops, which is particularly true 
of Malaysia. 

The high overall agricultural growth 
rates of South-East Asian countries 
such as Malaysia, Philippines, and 
Thailand can be ascribed to three 
factors ; 

(a) The prominent role of the estate 


given lo varietal research for these 
areas. The PAO study, Agriculture: 
Toward 2,000, sets as the production 
objective foi the developing countries 
of Asia, the raising of the growth 
rate in ncc production to 3.3 per cent 
per annum for the decade 1980 to 
1990 from the trend (I96J-65 to 
1974-76) growth rate of 2.3 per cent 
per annum. Much higher targets have 
been set in some of the development 
plans of countries such as India*; 
however, the achievement of the 
targets depends mainly on raising the 
productivity of rainfed ncc. 

Among othci foodgrains, maize 
has been important for Indonesia, the 
Philippines and Thailand. Whereas m 


also particularly risk prone. Improved 
technology would relate to crop, 
variety, fertility, management, land 
development and water conservation. 
But technology alone is not the 
answer; the socio-economic condition.s 
of the farmer would have to be 
improved by diversified farming takiug 
a total view of the entire farming 
system. 

Where South-East Asian countries 
have made a breakthrough and where 
India has fallen behind is in respect 
of the expansion of productiou of oil¬ 
seeds crops. While Malaysia and 
Indonesia have a substantial share in 
world trade in palm oil and Philippines 
in coconut oil, India has become a 


sector (in Malaysia, the estate sector 
still accounts for one-third of the 
value added in agriculture); 

(b) Accelerated growth of small 
holder agriculture through diffusion 
of existing technology for raising 
yields; and 

(c) the export-oriented nature of 
their agricultural economics which has 
necessitated raising the productivity of 
export crops to improve the competi¬ 
tive position in world markets. How¬ 
ever, productivity gains could be wiped 
out by adverse movements of inter¬ 
national agricultural prices. la South 
Korea, besides the dominant role played 
by technology such as widespread and 
high level of fertiliser use, responsive 
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dietary energy supplies are below re- 
quirements, there has been a progres¬ 
sive improvement over the years; in 
India, on the other hand, there has 
been a deterioration in percaput energy 
supplies as a percentage of require¬ 
ments, since they have declined from 
Win 1969-71 to 93 in 1975-77. The 
improvement in Indonesia may be as¬ 
cribed to the slower growth rate of 
population in relation to the rate of 
growth of food output. 

There can only be a rough estimate 
of the incidence of rural poverty as it 
is difficult to define poverty in dilTerent 
countries on u uniform basis. Using 
national household expenditure sur¬ 
veys, the World Bank has estimated 


the per capita poverty line which varies 
from a low of US S 95 for rural areas 
in Indonesia in 197S to US { 215 in 
Malaysia depending on the different 
consumption baskets and the price 
levels of their components. The esti¬ 
mates indicate that the bulk of the poor 
are in the rural sector and that while 
in Malaysia and the Philippines, the 
population below the poverty line is 
40 per cent, in Indonesia it is 55 per 
cent, while it is only 10 per cent in j 
South Korea (Table VI). \ 

In India, the poverty line has been 
defined “as the mid-point of the month- j 
ly per capita expenditure class having a 
daily calorie intake of 2,400 per person 
in rural areas’*.^ In 1979-80 prices, this 


Table V 

Percaput Dietary Energy Supplies in Relation to Nutritional Requirements 


Average % of Requirement 
1969-71 1972*74 1975-77 


Requirements 
Kilo Calories 
Pei caput Per 
Day 




crop varieties and irrigation, the im¬ 
provement of the firmer’s terms of 
trade followed as a deliberate public 
policy has been a major determining 
factor in the high growth rate attained 
in the Seventies. 

Has growth of agricultural output 
been accompanied by improvements in 
the distribution of the benefits of 
growth ? The answer varies greatly 
from country to country depending on 
structural changes and Government 
policies pursued. While South Korea 
has been successful in combining rapid 
growth with advance in equity, in the 
other countries, the distribution of 
benefits has not been satisfactory. 

We may view the problem of equity 
from two standpoints : 

(a) Reduction of regional inequali¬ 
ties; and 

(b) reduction of the magnitude of 
hunger and poverty. 

As regards the first, in India average 
incomes have been rising much more 
rapidly in the wheat growing than in 
the rice growing regions. Between 1973- 
74 and 1979-80, foodgrains productit n 
grew by about 4.7 per cent p.a. in 
Haryana and 7.4 per cent p.a. in 
Punjab, whereas in the predominantly 
rice growing State, Tamil Nadu, it grew 
by 2 3 per cent and in Andhra Pradesh 
even less so. In the South-East Asian 
countries, regional disparities arise not 
from cropping patterns but from differ¬ 
ences in technology and agro-ecological 
conditions. In general, the irrigated 
areas have witnessed faster rates of 
growth of incomes than unirrigated and 
dry farming regions. 

The extent of prevalence of hunger 
is represented by percaput dietary 
energy supplies in relation to require¬ 
ments. While South Korea, Malaysia 
and Thailand (1869-71 and 1972-74) 
have percaput dietary energy supplies 
exceeding requirements, India, Indone¬ 
sia and Philippines have below require¬ 
ments as shown in Table V . 

In Indonesia, althou^ percaput 


India 

92 

90 

Indonesia 

91 

95 

South Korea 

112 

113 

Malaysia 

112 

113 

Philippines 

93 

94 

Thailand 

103 

102 


88 

2,210 

98 

2,160 

114 

2,350 

no 

2,240 

95 

2,260 

99 

2,220 


Source : FAO Food Balance Sheets. 


Table VI 



Poverty Estimates, 1975 


4 

4 

4 


Poverty line 

Per cent of 

Per cent of 

J 


(Rural) (in 

poulation 

the poor in 


Per Capita 

below 

ruial areas 

1 


Income in 

poverty 


4 

i 


US dollars) 

line 


: 

H 

Indonesia 

95 

55 

83 


South Korea 

140 

10 

50 

1 

Malaysia 

215 

40 

88 


Philippines 

155 

40 

79 



4 


Source : ^Finance and Development’ ; June 1978 Vol. 15, Nov. 2, Page 31. 
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fnid-poiflt corresponds to Rs 76 00 per 
month in rural areas \ccording to the 
several assessments of the National 
Sample Survey of household consumer 
expendituic, it has been estimated that 
while the peicentagc of population 
below povcity line has been 54 in rural 
areas m 1972.7'?, it had declined to 
50.8 in 1978-79 

Ihc lural pool in Malaysia have 
been identified to be the single crop 
paddy farmers, small-holdei rubber 
and oil palm producers, small coconut 
growers and the small lishernen There 
has been a notable improvement in 
poverty in recent years among rubber 
and oil palm small-holders due to 
favourable prices in the world markets 
The tcims of trade of the rural sector 
are thciefoic a niajoi factor in the 
determination of rural poverty in 
Malaysia The other impoitant factor 
IS the pace of land development 

I he problem of poverty m Indonesia 
IS aggravated by the small si/c of 
holdings Eighty per cent ol the far¬ 
mers have less than one hectare and the 
number of the landless and near land¬ 
less have been estimated to be about 
one-lhird of the labour force The 
mam plank of the piogrammc for ic- 
duction of poverty theieforc, is accele¬ 
rated land settlement by migration to 
uulet islands to bung unutilised land 
into small holdei food and tree crops 

The man-land ratio has deteriorated 
in the Philippines with population 
grov mg at about 3 pei cent p a Per- 
caput land harvested has decreased from 
0 29 hcclates m 19^0 to 0 25 m 1970 
and is expected to decline further to 0 20 
hectares by 198S Since uneven income 
distribution in the Philippines has been 
historically due to unequal land hold- 

► mgs the land lelorm of 1972 aimed at 

► the amelioration of the lot of the 
r tenant farmers m rice and corn land. 
^ 7 he reforms consisted of the transfer 
^ to the tenants of land holdings in excess 
f of 7 hectaics and cnfoicement of lease- 
r hold for holdings less than 7 hectares 

I To prevent any adverse effect on total 


output, an agricultural credit program¬ 
me for providing seasonal production 
inputs to small farmers without col¬ 
lateral Has also implemented which 
had a significant impact on food pro¬ 
duction It may be noticed that the 
land reform did not apply to the area 
under export crops notably sugarcane 
and coconut 

The relatively better performance of 
South Korea in the distribution of the 
benefits of growth has been the out¬ 
come of the pattern of growth nhich it 
promoted In the first place, a more 
egalitarian distribution of income than 
in the other countries was brought 
about by the adoption of labour 
intensive techniques of production 
Second, land reform by putting a 
ceiling ol 3 hectares on padd> 
holding and eliminating tenancy, 
established a stiucture of very small 
owner operated farms Eightyeight per 
cent of the holdings arc now below 2 
hectares The result has been that tai- 
rnersgained moie or less equitably fiom 
the growth in larm incomes Third 
improvement of the farmer’s terms of 
tiade by high support prices which the 
economy could aflbid due to the lastcr 
rate of growth of the non-agnculiural 
sector, has provided for higher luial 
incomes 

I he wide spread of literacy (adult 
litciacy rate being 91 %) has made the 
farmeis in South Korea receptive to new 
techniques and this contributed to the 
extensive modelnisation of agriculture 
Another factor has been the New C om- 
munity Movement or the Sacmaul 
Movement initiated in 1970 which 
through piomotion of self help and 
sense of community, has cieated an 
impressive physical mfraslructuic in 
the rural areas and nnpiovcd the living 
environment of rural villages These 
relative impiovements have helped to 
narrow the disparity between urban 
and rural incomes, pei capita rural in¬ 
come IS now about 90 per cent ol urban 
income 

Thus with the exception of South 
Korea, the relatively high growth rate. 


both overall and sectoral, in the South- 
Fast Asian countries has not resulted 
in a satisfactory distribution of the ^ 
benefits of growth Malaysia and ^ 
Indonesia arc favourably placed with X 
regard to the allocation of land for the ^ 
landless and small farmers which is a I 
powerful tool for redressing poverty t 
and improving income distribution I 
However, ensuring a giowih rate of J 
small-holder agriculture of 4-5 per cent J 
pa to improve rural incomes has by J 
no means been easy This calls for J 
improved access for small farmers to t 
irrigation, inputs and extension services j 

The pi oblem of small farmers in rain- t 
fed agriculture has bLcn difficult to ▼ 
tackle because a breakthrough in tech- t 
nology has yet to take place Land t 
ledistnbution measures tliough neces- t 
sary and important arc not sufiicicnt 
by themselves The South Korean 
experience has indicated that it has to 
be icmforted by mcasuics lor increas¬ 
ing land productivity through techno¬ 
logical factors particularly iirigation 
and fertiliseis 1 urthei, it has come to 
be iccogniscd that the solution to the 
problem of lural poverty does not lie 
in the agricultural sector alone Lven 
with relatively high agricultural growth, 
agncultuie can he expected to absorb 
only a small part of the piospectivc 
growth in labour force Thus substan¬ 
tial expansion of the non-agnculiural 
sector based on a labour intensive 
strategy would foim a key clement in 
the alleviation of ruial poverty J 

i 
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In the Nation 
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Indo-US Economic Cooperation 


Tur sixiu meeting of the Indo-US 
Joint Business Council was held in 
Washington DC on June 22-24, 1981. The 
Indian delegation was led by Mr Arvind 
N. Lalbhai, President, FICCI, with Di 
Bharat Ram, Chairman oi the Indian 
Section of the Indo-US JBC, as Co-leadcr. 

Tarlier, both sides had appointed Task 
Forces to examine the factors which in¬ 
hibited transfer oi technology A loint 
meeting of the Ta‘'k Forces bi ought into 
sharp focus the initial diflcicnccs in the 
perception of the in\estn\cnt climate in 
India The Indian side which has midc 
detailed studies of Jndo-US joint ventures, 
presented statistics which pjoved beyond 
doubt that Indo-US joint ventures weie 
earning adequate return were growing 
at a satisfactory latc and paying comracn- 
suiate dividend This study helped dis¬ 
pel many doubts which were entcitained 
by the US side 

The Indian side also discussed theprob- 
' lenis in regaid to trade between the two 
countries It bi ought to the notice of the 
US businessmen as also US Government 
problems which had hindered growth 
of the two-way tiade In this context, 
lefeiencc wasmade to the health regula¬ 
tions which had intcriupted shipments of 
shrimps, the trigger pric*e mechanism 
which had thwaited export of iron and 
steel items to the US, thcrestiictive nature 
of the GSP and the need to enlarge the 
GSP list, increase the quotas and even¬ 
tually free export of textiles, garments, etc. 

Joint Ventures 

A report was pieparcd by Mr Frank 
Wilson about participation through joint 
ventures in the Middle East specially in 
the field of engineering. The Repoit 
\ brought out that Indo-Amencan engineer¬ 
ing cooperation was acceptable to the 
customer, that Indian collaboration was 
practicable from the US view-point and 
Indian engineering service and construc¬ 
tion companies had a very great deal to 


offer Efforts had to be made to make 
the world outside aware of Indian indus¬ 
trial progress and capabilities Mr 
Wilson’s repoit is based on his meetings 
and interviews with more than 200 engi¬ 
neering, construction, banking and manu¬ 
facturing executives throughout India 
and the Middle I ast 
Apait from the IBC meeting, the Indian 
Chamber of ( onimerce in Amenta also 
oiganised a s\mp(»sium on Business op- 
poitunities in India in the 80s' In this 
symposium tlieu was participation both 
from the US and the Indian sides and 
success stones wlic quoted to prose that 
US joint vcntuits had clone extremely 
well Appreciation of this fact would 
help le-build business relations and tan 
be the beginnin. of an era of enlarged 
US investment ind trade 

Main Recommendations 

On the tontJusion of the JBC meeting 
the main rcconiniendatioris that emerged 
included: 

(a) The US and the Indian Government 
should enti i into a double taxation 
avoidance aiueement, reduce fuithei 
corpoialc taxes in India, reduce de¬ 
lays in the Indian licence approval 
process, icdefinc the base for compu¬ 
tation of Indian royalties, allow tech¬ 
nology agi cements for a considerably 
longer pci lod, and review ground 
rules for obtaining continuous ser¬ 
vices •>! loicign technologists. The 
Indian Section also suggested that 
the US make available tax cicdits for 
taxes spaied in India and the US 
Sanction suggested that Indian Sub- 
liccDsing and export requirements for 
technology agreements should be le- 
considcrcd 

(b) The US Business should distribute 
widely the lesults of a recent suivey 
indicating tlut financial and economic 
growth parameters of the US col¬ 
laborations m India are impressive: 


recognise the Indian policy permitting 
automatic growth of five per cent 
yearly up to 2S per cent which enables 
higher royalty earnings, consider 
business opportunities in India given 
the laige potential of Indian markets. 


Engineering Exports 


Till I \Ln ot Rs 900 M) tioies worth 
engineering goods exports last veai, indeed 
was a bright spot on the export front. 
Although the taiget of Rs915 trores set 
foi the \cdr proved to be elusive by a 
small margin, the previous exports 

of Rs 675 croies were exceeded by as much 
as Rs 225 50 crores The target itself was 
a subject of set lous controN ei s\ between 
the Fngineeiing Export Pi oniotion Council 
and some captains of the industi\ The 
laltei had questioned it on various counts, 
including the 1979-80 pcrtorniance and the 
seiious infrastructure bottlenecks In 
1979-80. enginceiing goods exports had 
declined to Rs 675 croics from Rs 717 93 
ciorcs in the picvious year prmiaril> owing 
to seiious power and coal shortages, trans- 
poitation bottlenecks, indifferent indus- 
tiial relations particularly m the ports, 
paucity of essential raw materials etc, 
These factors continued to plague the 
industr> not to an inconsiderable extent 
during the first half of 1980-81 and even 
though the Fnginecnng Export Promotiof 
Council continued to exude confidence 
about the attainment of the target o 
Rs 915 ciores, it was generally felt that i 
would be missed by a wide margin an( 
exports might not exceed Rs 850 crores 
The Cassandras have been proved wrong 
The pick-up in exports, particularly dunn 
the second half of the yeai, indicates th 
growing strength of the industry whid 
can manifest itself in bold relief if infn 
structure constraints can be contained. 
With the power and coal supplies like 
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' to be much better and a significant in¬ 
crease expected in the domestic produc¬ 
tion of not only steel and pig iron but also 
of non-ferrous metals, the current year’s 
target of pushing up exports of engineering 
goods to Rs 1,150 croics cannot be styled 
as ambitious. It should be possible to 
improve upon it, as besides the orders on 
' hand being quite satisfactory, some of the 
torn-key contracts and consultancy awards 
secured recently from Iraq and some 
African countiics, in stiff competition 
from the developed nations, augur well for 
a further substantial improvement in ex¬ 
port orders during the course of the year. 

From the longer term point of view, it 
is heartening to note that serious endea¬ 
vours aic envisaged to be made to streng¬ 
then infrastiucture facilities, including 
those at the ports An ambitious pro¬ 
gramme has been drawn up by the Minis¬ 
try of Shipping to develop ports in the 
next few years so that instead of ships 
waiting for berths, berths should await 
ships Although it will take several years 
to achieve this ideal situation, the pro¬ 
posed development programmes should 
start having salutary effect soon in reduc- 
; ing congestion at ports During the cui- 
^ rent Plan period, dock facilities are to be 
augmented to handle at least 30 million 
tonnes more goods traffic than 131.5 
;l million tonnes at the beginning ofihe 
^ Plan. The situation, of course, can im- 
I prove a great deal further if greater resort 
is taken to containerisation. 

Selaction of Producers 

The plan of the Engineering Export 
' Promotion Council to induce all units 
' having an annual output of over Rs 20 
^ crorcs per annum to take to exports is a 
\ laudable one But along with this general 
\ export pi omotion activity, what IS neces- 
I sary at the pi esent juncture is selection of 
quality produceis and piovding them the 
requisite assistance in a concerted way to 
' enable them to maximise their exports. 

Last year’s libeialisation of licensing 
^ procedures for recognition of the excess 
capacity m the engineering sector should 
help in boosting production and thereby 
ensuring larger surpluses foi export even 
when the domestic requirements ^vould be 
going up. The international competition, 
Which already is very keen, can be cxpcct- 


cd to become more serious with the entry 
of China in the export field. The emphasis, 
therefore, has to be on quality exports. 
A major programme of updating the tech* 
nology of our engineering industries is 
urgently called for if a steady improve¬ 
ment has to be maintained in exports of 
engineering goods. Though capital goods 
and project exports are gaining importance 
sizeable potential still exists for increasing 
exports of consumer durables as well. 

Pleasant Surprise 
from IITI 


A STEP-iip in the dividend on the units of 
the 1964 senes of the Unit Trust of India 
was hinted last year. Yet the increase 
from 10 to 11.5 per cent announced last 
week has come as a pleasant surprise. 
Generally, it was expected to be around 
one per cent: the same as in 1979-80. 

The above return with a small appre¬ 
ciation in the value of these units over 16 
years, however, indicates that the UTI 
continues to pursue conservative policy 
regarding its investments. In comparison, 
the pnvatc trusts operating in some of 
the advanced countries, after which the 
UTI scheme here was conceived and 
launched, have been yielding a much 
better return. Even the aggregate return 
on the special units issued under the 
capital units scheme has been more signi¬ 
ficant investments under it have appre¬ 
ciated to slightly more than 100 per cent 
in a period of five 3 ears. 

The recent improvement in the invest¬ 
ment climate m the country and the yield 
pattern of industrial securities can be 
expected to increase the disposable sur¬ 
pluses at the hands of the UTI m the com¬ 
ing years. Not only has the UTI Chair¬ 
man, Mr G S. Patel, announced that 
the dividend rate would be stepped up as 
and when possible, but also the yield 
under one of the two new schemes to be 
launched this year has been ensured at a 
minimum rate of 12 per cent. The invest¬ 
ments under this scheme, to be introduced 
in October, will be open for religious and 
charitable trusts and societies, the mini¬ 
mum investment to be made by them 
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being Rs 50,000. This appears to be an 
eloquent hint about dividend being raised 
further on the current year’s working. 
With the advantages the investments in 
the UTI enjoy in regard to income and 
wealth taxes, the Trust now can be said 
to be offering a reasonable return which, 
of course, can be improved a good deal 
further through adoption of a bolder 
policy. The UTI has under consideration 
another special scheme to attract invest¬ 
ments from non-resident investors. A 
minimum return on these units too is to 
be ensured. 

It is heartening to note that despite 
some adverse factors operating last year- 
withdrawal of units as eligible assets for 
claiming exemption from capital gains 
tax, entry of public sector undertakings 
in the market for mobilising public depo¬ 
sits, upward adjustment in the interest 
rates structure of commei cial banks and 
other savings media during the year—the 
Trust was able to sell during its financial 
year ending June 30,1981, the 1964 series 
units ^orth Rs 40 crores, exceeding the 
target of Rs 35 crorcs set for the year, 
though in comparison with the previous 
year, the sales were lower by Rs 9 crores. 
The repurchases by the Trust during the 
year aggregated to about Rs 25.36 crores, 
as against Rs 13.76 crores in the previous 
year. This, of course, was not unexpected. 

Salt Price 

The net addition in the capital stock, 
thus, was Rs 14.64 crores, raising it to 
Rs 390 crorcs on June 30. With a view to 
ensuring about 10 per cent return in 1981- 
82, the sale price of units for the current 
month has been kept at Rs 11.50, as 
against Rs 11.75 in July last year. The 
Trust expects to improve its sales perfor¬ 
mance this year to about Rs 45 crores. 

The total income of the UTI under the 
unit schemes of 1964 and 1971 went up 
in 1980-81 to Rs 59.10 crorcs from Rs 
47.17 crorcs in the previous year. A sum 
of Rs 5.85 crores have been allocated to 
the general reserve, raising it to Rs 19.04 
crores. Besides, the unit premium reserve 
has gone up to Rs 22.64 crores. Provision 
for depreciation in investment has been 
made to the tune of Rs 3.16 crores. 

The total investible funds of the Trust 
under all the schemca now aggregate to 




Rs 523 crores —Ks 56 crores more than on 
June 30, 1980 Of this, Rs 412 crores 
represent investments in the corporate 
sector. This figure at the end of last year 
stood aiound Rs 358 crores 
The investmenlb of the Trust in indus¬ 
trial equities in 1980-81 increased to Rs 
130 crores fiom Rs 127 crores in the pre¬ 
vious year Those in debentures lumped 
up to Rs 138 crores from Rs 112 crores 
and in fixed deposits with companies to 
Rs 66 crores fiom Rs 39 cioies Invest¬ 
ments in preference shares totalled Rs 
15 57 ciores, as against Rsl5 85ciorcs 
in the previous year 1 he UTTs equity 
investments have appreciated by 130 per 
cent The Trust had Rs 110 srorcs as 
money at call at short notice on which 
the aveiagc return is claimed to have 
been good The smotions of dincl linan- 
ciil assistance aggregated to Rs 57 92 
crores, against Rs 64 32 ciorcs Disburse¬ 
ments amounted to Rs 46 82 crores, as 
against Rs 7^ 6^ cioics in 1979-80. 

The dividend undei the unit linked 
insurance plan has also been raised to 8 75 
pci cent liom S5 per cent The Trust 
icceived 34,000 applications under this 
plan for a target amount of Rs 35 crores 
as against 38,313 applications for Rs 38 99 
ciorcs in 1979-80 

The liust is making endeavours to tap 
the rural savings New offices are being 
opened in different States for this purpose 
The Unit Trust Act is envisaged to be 
amended soon to cnaNe the Trust to in¬ 
vest Its icsources more piofitably m diffe¬ 
rent investment channels 


Jute Study Teams 


The Jl ir Manufactures Development 
Council, at its meeting held in Calcutta 
on July 4, decided to send study teams to 
the USA, the UK, West Germany, 
Australia and Japan to explore the pros¬ 
pects for the export of goods. The team 
foi the USA would leave in July and the 
^ team for the UK and West Germany 
in September. The markets in Australia 
and Japan would be studied by ano¬ 
ther team in February next year 
Addressing the Council, the Union 


Commerce Secretary (Textiles), Mr Saran 
Singh, explained that the visits of these 
teams would enable the Government and 
the mdustiy to have the latest inioi- 
mation about lhe inroads made bv syn¬ 
thetics and asst the scope foi selling 
our carpet backing, hessian, dccoi alive 
fabiics and othcF kinds of into goods 
He stressed tlu need foi the Indian |Utc 
industiy to adopt aggressive stiategyfoi 
expoit pioniotitm and to implement 
schemes foi pioduct development and 
divcistlicalion 

The study t ims can achieve tin 
objective of inti^. King the expoit of iuIl 
goods only it New Delhi takes prompt 
measures to impio\e the industrv's com¬ 
petitive capacit\ If the mills art leally 
losing at the lait of Rs 10 cit)rt> per 
month hov\ tU^s the Goveiniiicnt expect 
them to bccom enthusiastic in develop¬ 
ing then expt>rts> Mi Saian Singh told 
the Council tint the Govcinmcnt vsas 
“sci7cd’ with the crisis in the lute 
industry and tint a package deal would 
soon be announced to restore its econo¬ 
mic viabilitv Bill when does the Ciovcrn- 
nient propose to announce this package * 
Will It do so now or wait tor the Jute 


R. J Venkateswaran writes 
from Calcutta 


Boaid to be lo ined? Would it not ha\c 
been belter to disclose the details o1 this 
package before deciding to send the study 
teams' Sureh il would have been a 
great advanta c to the industiy if it could 
know what iiLentivcs and tacililies it 
could expect tiom the Government il, as 
a result of the visit of the study teams, it 
succeeds in securing substantial expoit 
orders 

Ml Saian Sin »h said that India’s efforts 
to promote ihc export ol iute goods 
would prcduce bctlei results if Dacca 
could be persuaded to offer its coopera¬ 
tion with a view lo stimulating the over¬ 
all demand loi )ulc goods Bui the 
prospects foi such cooperation seem to 
be bleak in the context of the present 
political situation m Bangladesh and the 
uncertain outK>ok for its economy. More¬ 
over, the jute industry of Bangladesh has 
been passing through a difficult phase 
The export of raw jutc and jute goods 
m 1980-81 IS estimated to have realised 


13 5 per cent and 9 per cent lower prices 
respectively than in the preceding year. 
The target foi the export of raw lUte in 
1980-81 was 25 hkh bales but only about 
16 lakh bales were exported Meanwhile, 
julc tiadcTs and shippers in Bangladesh 
arc icpoilcdto have surrendered their 
licences as a piotest against the unsym- 
pathciic attitude of the Government to 
then demand for chcapci credit and other 
facilities In these circumstances, Dacca 
and Delhi aie unlikely to come to an 
undeistandin^f in the near futuic for 
cvtdving a joint strategy foi jutc The 
(lovcrnmcnt of India and the (ule industry 
thcicfoK should vvoik in clo>c coope- 
lalion with each other in lecovcnng the 
lost markets for julc goods, in exploring 
new markets, and in finding new usls for 
jute 


Chaos in Kolaghat 


[111 Union ] ncigv Minisici, Mi Ohuni 
Khan C howdhurv, said m Calcutta on 
July 4 that the Government of India 
wcmld be icady io render 101) per cent 
help to enable West Bengal to tide over 
the powLi shortage but he suggested that 
the k hief MiiiKtci should indicate the 
type of assistaiiLC he wanted Do state¬ 
ments of this kind serve anv useful 
purpose' Mr ( howdhuiv Wtis formerly 
a Minister ol Bowtr in West Bengal for 
sonic years Moieovtr in his capacity as 
Union Mmjstci loi Power, he has had 
plenty ol opportunities to study the 
powci siiualioii in this State Suiely, he 
knows that a nujoi c ius.r for the power 
ciisis in West »kn^al iie> in the State 
(lovcrnmcnl s inability to evoke the 
whole hcai ted coopeiation of the engt- 
nciMs and employees of othei categories 
ol the 1 leetiieity Bo iid Can the Govern- 
me lit ot India in iny way help West 
Bengal to cnioice discipline m the power 
plants so that thev can make better use 
of the capacity and also expeditiously 
implement the new power projects ? 

The Left Front fas been in office foi 
more than four years and althemgli it hai 
many achievements to its credit, it seemi 
suipijsing that it has been unable to tak^ 
effective steps to improve the working o: 
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the power plants. While defective equip¬ 
ment, inferior coal, and technical pro¬ 
blems have contributed to the crisis, it is 
^ mainly the chaotic labour situation that 
has aggravated the power shortage and 
made the outlook so dismal. In the 
issue of the Statesman of July 8, a Staff 
Correspondent vividly and in great detail 
described why the Kolaghat power pro¬ 
ject had not been making any progress. 
Any one who rends this report cannot 
help wondering whether the State 
Government is really so helpless as to 
enforce even a modicum of discipline in 
implementing this 1260 MW thermal 
project estimated to cost Rs 282 crorcs. 
f Consider, for example, this paragraph 
from the report; “Absenteeism both 
among olTiceis and woikcrs of the State 
Electricity Board had reached alarming 
proportions. Trade union activity among 
all sections of Board employees, including 
the security giiaids, and the consequent 
indiscipline, have shattcied the morale of 
project officials. Knowledgeable sources 
here say that Kolaghat has become a 
dumping ground for worthless workers of 
the Board”. 

Industrial Relations 

On the occasion of completing its 
I fourth year in office, the left I'ronl 
Government recounted its achievements 
in improving the lot of the woikers. It 
rcfericd to the subst;mtial increase in the 
wage*? of various industries like jute, 
textiles, engineering and tea, which has 
been secured by the efforts of the 
Government. It said that in the last 
folllf years, industrial relations had “re¬ 
markably improved” and that the 
Government’s pro-working class ap¬ 
proach has resulted in a significant 
reduction in the number of strikes, 
retrenchments, lock-outs and lay-offs. 
The Government pointed out that “the 
workers of the State have been able to 
establish themselves as never before”. 
Why then does the Government find it 
so difficult to run the power plants with 
reasonable efficiency and spare citizens 
^..and industries of the ordeal of extensive 
load-shedding. 

It is not correct to say, as Mr Ghani 
Khan Chowdhury ha.s observed, that the 
Stale Government has not indicated in 


what ways the Centre should assist West 
Bengal in tackling its power problem. 
Mr Jyoti Basu has certainly spelt out on 
so many occasions the many constraints 
under which the power sector in the 
State is operating due to the policies of 
the Central Government. But the fact 
is that even if The Centre fully plays its 
role, the State cannot make much pro¬ 
gress in the context of the lack of dis¬ 
cipline at vaiious levels in the adminis¬ 
tration of the Power Department. Thcic 
is indeed a strong case for sanctioning 
more power projects in West Bengal but 
in view of what is happening in Kolaghat, 
will the Stale Ciovernment be able to 
implement tJiem speedily? 


Marketing of 
Perishables 


A Lirii r known fact is that the growth 
in production of several peri.shabic com¬ 
modities (like potato, apple, onion 
tomato, cabbage, cauliflower, eggs etc.) 
has been almost as spectacular as that 
of foodgrains. However, despite the 
remarkable increases, the producer, who 
is generally a small/marginal farmer, 
seldom gets the full benefit of his 
efforts. This anomaly has come about 
mainly due to imperfections in the 
marketing system of these commodities. 
Generally, it is the middJe-mcn who have 
benefited by bii\mg cheep and selling 
dear. 

The Govcrimcnt, in an cffoit to do 
the right thing by the producer as 
well as the consumer, set up, as a first 
step, a committee headed by Dr M.S. 
Swaminathan. Mi*mber, Planning Com¬ 
mission, to make recommendations foi 
bringing about improvements in the 
production and distribution of peiish- 
ablcs. The committee which submitted 
its report a few months ago has made 
some importani recommendations. 

India produces more than 50 million 
tonnes of perishable agricultural products, 
involving transactions at the wholesale 
and retail levels of the value between 
Rs 5,000 and 7,000 crores. It is estimat¬ 


ed that by 1984-85 the production of 
fruits and vegetables will cross 60 million 
tonnes. The marketing of these perish¬ 
able crops has received inadequate 
attention particularly in areas where 
transport facilities arc inadequate or ill- 
developed. The marketing of fruits and 
vegetables tends to be characterised by 
very high wastage, estimated at between 
20 and 40 per cent at different stages. 

The Imperative 

At the same time, the production and 
distribution of these commodities pro¬ 
vides employment to a very large number 
of people. These two factors taken to¬ 
gether make it imperative that those 
engaged in the production and distribu¬ 
tion of perishables be insulated against 
the vagaries and uncertainties of market 
conditions. 

The Committee which went into these 
problems has rfcomnicnded that inilialfy 
12 commodities should be taken up for 
tackling the major problems of the 
produceis as well as the consumers. 
These arc: potatoes, onions, cauliflower 
cabbage, tomatoes, ginger, pineapple, ap¬ 
ple, orange, mango, grapes and turmeric. 
The committee has recommended that 
other commodities can be considered 
aftci some expeiiencc has been gained. 

The objective is to organise the trade in 
these commodities on :i systematic basis 
within each Slate as well as between 
States This will involve an all lound 
stiengthening i)f infra si luc tine and the 
establishment of farmers' <nvn organi¬ 
sations to sircanilinc and integrate the 
haivesting, iranspoiting and maiketing 
opeiations. The comniitice has also 
recognised the cvpoit potential of these 
commodities. An impiirtant recom¬ 
mendation of the committee is that 
ra i|or assembly and terminal markets 
must be given modern communication 
facilities like telephone and telex con¬ 
nections on a piiority basis because 
proper inlorniation and communication 
is critical to the success foi the marketing 
system. 

Another recommendation relates to the 
establishment of regulated market yards. 
Very few vegetables and fruit markets ' 
are legulatcd at present. Since the., i 
benefits of regulation should be extended 
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to all fruit and vegetable markets, it has 
been suggested that the Cential Sector 
Scheme of assisting legulaling maikcts of 
commercial crops should be extended to 
include all fiuits and \cgctablcs under the 
definition ot commcicial crops I he 
quantum of assistance under the scheme 
should also be adequately stepped up 
Since the planning, design and construc¬ 
tion of a modem market is a highly 
technical job the maikct planning and 
designing centieof the Directorate of 
Marketing and Inspection should be 
asked 10 pi ly a positive and aggressive 
role in the development of market y.irds 
Consideimg the \ital role of transpoi- 
tation, tht committee has recommended 
that to\cicd sheds slu>uld be constiucted 
at collection points and at rail heads to 
save losses of pciishables due to incle¬ 
ment wcJthei conditit»ns \ proper 
assessment of icquirements and matching 
availabilitv of lailway wagons has also 
been siivded out as LXlrcnicIy important 

Imporiant Recommendation 

Anothci important iccoinmendatjon 
of the committee relates to the R & D 
support required to develop various 
types of camels ineluding bullock 
carts, truck tiawJers, trucks and lailwav 
wagons to reduce loss m tianshipment 
Modernisation of bullock caits, says the 
report, should be t^ken up in in qoi 
production centres on i piioiiiv basis 
The prc'^cnf s\stein ol nnirketmg from 
the pic-harvcst to consimipiion stages 
being weak and evpioii itive it is 
ncccssaiy It) cre.ilc a na’Kmil orginisa- 
fion wineli will exert a healthy influence 
on the market bv ensuring that wide 
flueiuations in piiecsaic avoided To¬ 
wards this end the committee has lecom- 
mende'd a thiec liei institutional mecha¬ 
nism as led lows {i)a national IioitieuI' 
ture proinoiioii boa d to be registered 
uneler the Soeielies Registration Act 
(2) regional St itc hoiticuiturc cooperative 
federations and (>) primary horticulture 
; marketing SOCK lie >. ii the base level 

ConsisteTKV in export policy is of 
crucial import mce India has an e\- 
1 tremely small share in the world market 
for pciishablc agi iciiltiiial commodities 
Even our neighbouring countries aic 
importing some of these items from 
[^distant in irkcts I oi instaticx^, Saudi 
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Petroleum Products: Revised Prices 

last rcviMon of the prices of yanous petroleum products h 

iOipciud to Mild approximately Rv fOOO irorcK, Jhe following is the list of 
pioduits who^L prices were stepped up with effect from July If IP.*?!. 


I Ptodiut 


JjquvfiedPetroleum Oas (/ PO) Domestu (hfl^ 

1 iqui fied Petroleum Gas (LPG) Tndie trial (A/7) 
Motor Spvit 8^ (Kl) 

Afotoi Spint 9^ (kL) 

Naphtha (lertilircr) (A/7) 

A\ lation Iwhitu I uel (A /) 

At loscm (Al) 

I Ilif^h Spetd Diesil (KL) 

I li^ht Dusil Od iAl) 

Mini ral liapt ntinc Oil {AL) 

/innate Oil {I or 1 ertihzo) {AD 
IurnaiL Oil (f or Non Iertihzcr Ihi) (AX) 

Hot lliLU] *^to(klloy\ Swphin Hluw Stock (lor 
fLitilizet Usi) {Ml ) 

Hot H(a\y Stock low Sulphiu lUaw Stock {I of Aon 
f eitilizei I sc {Ml) 

I Hitumm St iiuuk Bulk (Ml) 

Bitunun St (nade Peuked {Ml) 

Special Boiling Point Stock SSJWS (AL ) 

Spec ltd Boiling Point Stock 64^6^1 (Al) 

Hexam (A/) 

Sohent- 1425(A/) 

Mincinl linpLiitini Oil 140/20^ iAL) 

Mint ml liupcntuu Oil / 4liS(AI) 

1 lute Bate III fiii Oil (ML ) 
lOMl MAROML \ (Al) 

Raw Pc trokum Coke (Ml) 

Calcined Petioleum Coke (Mi ) 

Slack Wen (Ml) 

Pooh d Pi lies of 1 at h of ih Ihitc (irach 9 of 
Pen off in Ihn * Ml ) 

I idn V ( iutcontUoe & SKuomhu i Son Additnc) (Al) 
Luht s lik nch d Ha s' Stoc A (A / ) 

1 uht Oil Based Stock (AL) 

C athon Black Feed Stock (Ml) 

Phi mm I \na< t (M F) 


Increase in Rsper 
selling unit 


3^3 

333 

530 

530 

352 

33S 

150 

320 

279 

279 

2^5 

23s 



216 


216 

262 

262 

298 

29S 

29S 

20 S 

H)A 

304 

350 

2 M) 

359 

596 

395 



395 

390 

^90 

280 

3‘>3 

251 


I 


Arabia, Kuwait, UAL, Bahiain, Qttar, 
Singapore, the UK, W Germany, and 
France impoit about 750 000 tonnes oi 
vegetables per annum India s share in 
this trade is only 0 02 lakh tonnes It is 
necessary to formulate a long-time policy 
in this respect, so that the importing 
countries can develop confidence in the 
assured availability of these products 
from India over a period of years and the 
exporting organisations in India can 
make suitable investments and create 
infra stiuctu re for efticient marketing 
according to international standanis. 

In order to encouiage exports, import 
of parent plants/seeds of the popular 


internationally traded varieties and 
specific wccdicides and pesticides should 
be allowed to be imported without any 
import duty Adequate quarantine 
precautions should, however, be strictly 
observed in case ot impoit of seeds and 
planting materials 

It is suggested that the Government 
may make available to NDDB a sum of 
Rs I crorc as an interim fund to start 
the initial activities of the proposed 
NHPB wing Additional funds could 
also be piovidcd from the resources 
available to NDDB for promoting the 
growth of producers’ cooperative organi¬ 
sations. 


m 
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Window on the World 


US Economy at Midyear 


In REcrNT years the economic trends have 
proved more elusive than ever. The record 
of forecasters is certainly not something 
they could feel happy about. Ever since 
President Carter came to office his advi¬ 
sers saw a recession lurking in the offing, 
this view was widely shared also by private 
y cct7nomisls. But for three years there was 
no recession. And policies framed to 
combat it only lengthened the boom and 
fuelled the inflation. 

Then, in the spring of l‘>80, the econo¬ 
my abruptly took a steep plunge. In that 
single quarter the GNP in real terms fell 
9.9 per cent, the .second highest quarterly 
decline in the post-war period. A nervous 
administration, unable to rein in a highly 
inflationary boom in an election year, 
imposed credit c<mlrol in a desperate 
move while the Fed, egged on by the ad¬ 
ministration, brutally clumped down on 
the money supply, sending interest rates 
through the roof. The long-predicted 
I slump exploded with an unforeseen sud¬ 
denness, jointly engineered by the White 
House and the Fed. 

Recession 'Over' 

Most forecasters now saw a deepening 
recession with a negative GNP growth 
continuing for a few quarters, ccitainly 
for the rest of the year. Bui in late sum¬ 
mer the administration, citing scveial key 
statistics, cheerfully declared that the 
recession was already over. The GNP 
grew 2.4 per cent in the third quarter; 
the final quarter was even stronger with a 
growth of 3.8 per cent. This was possible 
largely because Fed, from May 1980, 
loosened the money supply so much thai 
the prime interest rate, after hitting an 
all-time high of 20 per cent in April, 
swiftly came down to 10-1/2 per cent by 
mid-November. 

Most economists had counted on a 
slowdown, if not a recession, early in the 
year. This was also the view of the ad- 
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ministration which hoped to spur growth 
with a stimulative budget. Then came a 
big surprise —the first quarter showed no 
slowdown, but super-growth, first esti¬ 
mated at 6.5 pci cent, later revised to 8.4 
per cent and linally to 8.6 per cent. 
Almost al* prognorsticators, including the 
best, were once again fooled, even more 
seriously than before. 

Hazardous Exercise 

Economic loieeasling, a hazaidous job 
even in normal circumstances, has become 
far more so m the present climate of high 
inflation, unstable monetary policy and 
extreme volatility of interest rates on lop 
of other uncerlainiics such as OPFC be¬ 
haviour and encigy costs, and weather 
behaviour and food costs. But there is no 
escape from mal^ ing the attempt—econo¬ 
mists, both oflitial and private, must do 
the best thc> can even if it means gioping 
in the dark oi in twilight. Peering into 
the future and making pnijections based 
on computers a> ^^cll as hunches, is essen¬ 
tial bothfoi Goveinnicnl and private busi¬ 
ness to pi ovidi them with at least some 
broad guidelines ihcy need in formulating 
Ihcir plans and policies for the future. 

How, then, does the US economy look 
at mid-ycai ? And whal arc its prospects 
for the coining months ? A slowdown is 
imminent, oi lalhcr already underway, 
with the pn-babiliiy of little or no growth 
in the sccend and third quarters. This is 
the present cc»nsc*nsus among economists, 
both inside and outside the administra¬ 
tion. Thc> also agicc that from the fourth 
quarter the economy will again be on the 
upswing, but how strong it will be and 
how far it will go is anybody’s guess 
because of the imponderables that en¬ 
cumber Its path. 

It was incMlablc that the economy 
would drop to a low gear after its un¬ 
expectedly vigorous showing in the first 
quarter. In fact, much of this growth was 
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actually borrowed from the future. Wide¬ 
ly publicised auto-rebates to bring down 
the inflated inventory boosted sides early 
this year. This was accompanied by an 
unusually heavy concentration of retail 
sales promolums. Together, they pulled 
a good deal of activity from the second 
quaitci into the first, thus setting the 
stage for a cooIing-ofT period. 

Besides, the cxtraordinanl> high inte¬ 
rest latcs which have remained in force 
since December could not but dampen 
economic activity. Ihe prime rale, allow¬ 
ed to the most creditworthy customers, 
shot up Irom 10-1/2 per cent to 21-1/2 
per cent, remained around that level 
until spring, dipped brieflv to the 17 per 
cent area, but only U> move back to 20per 
cent, and it is currently hovering around 
this unconscionably high level. The latest 
economic numbers coming out of 
Washington leave little doubt that cco- ' 
nomy has been flattening out. 

Losing Race 

The leading indicators which signal the 
direction of the econoinv, fell slightly in 
January-Februarv, came back marginally 
in Maieh-Apiil, but for May it showed a 
sharp drop of 1 8 per cent, the largest 
since its May, 1980 plunge of 2.5 per 
cent. The personal income of Americans 
IS still rising, but only at a modest rate. 
The increase in May was 0.6 per cent, the 
same as in April but significantly less than 
the one percent rise in March; and it 
barely kept pace with the latc of inflation. 
In dollar tei ms, personal income rose at 
an average .innual rate of 825 billion per 
memth from June through January, fell to 
820-billion rate in February-March, and 
then it s.mk to Sl3.4-billion for April- 
May. 

The industrial production, according to 
the Federal Reserve Board, rose a slight] 
0.3 per cent in May; most of it was due‘ 
to inventory build-up by auto dealers. 
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Fall in Britain's Overseas Debt 

Britain further reduced her overseas debt by $468 million in June^ and 
remaining overseas indebtedness is now smaller in relation to the country's 
foreign currency earnings than at any time since 1945. Another $250 million 
of the $2,5 billion Eurodollar loan raised in 1974 was repaid ahead of schedule 
in line with the Government's declared determination to repay the whole of 
the loan by the end of this year. Early repayments of this debt now amount 
to$ 1,325million, in addition to ""on schedule" payments of a further $625 
million. 

Another $206 million of public-sector debts overseas were repaid in 
June, as well as a $12 million instalment on long-term American loans. By 
the end of 1981, the UK's total official external debt will have fallen to 
about $14 billion, compared with more than $22 billion when the present 
Government took office just over two years ago. At $25,631 million, the 
UK's official reserves at end-June remained at a healthy level and were 
equivalent to about twice the country's short and medium-term official debts 
and to about three months' visible imports. 

V____y 


I^Without motor vehicles and parts, the 
rifigure hardly showed any growth. The 
May production index stood at 152,8 
i^l967:--=100). In each of the last five 
^months of 1980, the index had risen by 
.jone per cent or more as the economy rc- 
! covered from a recession. By contrast, it 
very slightly in January, dipped a 
^^fittle in February, rose 0.5 per cent in 
;:%March, and only 0.1 per cent in April. To 
look at it in another way May's indu.s- 
I trial production was 6.1 per cent above 
;i; thc depressed level of May 1980, but it 
{ was still slightly below the pre-recession 
j; peak of March, 1978, the Fed reported. 

Factory use, or capacity utilisation, 
{ showed a similar trend. According to the 
; Fed, the nation’s manufacturers operated 
j at 80.1 per cent of this capacity in May. 

I This was the highest level in 13 months, 
J,.but only O.l per cent higher than the 
‘ April level. In the six months ending in 
j.May, factory use had gained less than one 
percentage point. This low figure shows 
V^at there is plenty of idle capacity 
. around which can be drawn upon when 
\the economy begins to expand again. 

Weakening Economy 

New orders for manufacturers’ durable 
|(4{oods declined 0.4 per cent in May, the 
f Commerce Department reported. The 
F drop which followed a rise of 2.4 per 
cent in March and of 0.1 per cent in 
' April confirms that the economy is wcak- 
/ening after the robust expansion in the 
first quarter. 

{ Retail sales, a major barometer of 
l^conomic trends, showed a sustained rise 
Ifrom May, 1980 which marked the bottom 
last year's recession for retailers, 
•through January. Jn February and March 
•they advanced furtlier, propped by auto 
ffTrebates. Once this prop was removed, 
fell sharply in April and stayed flat 
Hlhereaftcr. 

fi Auto .sales in April slumjMrd to a 5.9 
Ipnillion annual rate from 7.8 million in 
ffiMarch, and have remained depressed 
Karound an annual rate of 6 million units, 
production spurted temporarily in May 
9tp an annual rate of 7.3 million units, but 
mhe increase went not into sales, but into 
^^cks. 

||k Personal consumption expenditures 
■ntve remained sluggish since April, re- 
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fleeting the slower growth of personal 
incomes as mentioned earlier. In real 
terms, that is, after making allowance for 
inflation, they have actually been declin¬ 
ing. Since these expenditures account for 
as much as two-thirds of the GNP, they 
clearly point to a slow-growth or no- 
growth second, may be also a third, 
quarter. 

This presumption of an impending 
slowdown is strengthened by what is 
happening to the housing and construc¬ 
tion industry which traditionally accounts 
for about 15 percent of the GNP. The 
Commerce Department reports that con¬ 
struction spending fell 4.7 per cent in 
May, which was the fourth consecutive 
monthly drop and the largest since a 5.1 
per cent decline in April, 1980. The 
department also reports that the May 
housing starts, at a seasonally adjusted 
annual rale, were 1.15 million units. This 
was the lowest level since May 1980 when 
the total was only 938,000 units. A brisk 
recovery thereafter pushed up the annual 
rate to 1.66 million units, but in February 
it plunged 26 per cent to 1.21 million 
starts, rose modestly in March and April 
by 6.7 per cent and 3.3 per cent respecti¬ 
vely, but only to dip 14 per cent in May. 
Housing has been a prime victim of the 
high cost of money, and there will be 
little relief until interest rates climb down 
significantly. 

At present strength in the economy is 


concentrated in two areas. The capital 
goods sector is still expanding, aided by 
the huge investments made by the petro¬ 
leum industry in exploration and deve¬ 
lopment of new energy sources. How¬ 
ever, machine tool orders, a precursor 
of business spending in general, fell 47 
per cent in May compared with the level 
of May, 1980, and were 24.7 per cent 
lower than in April, The defence spending 
has been rising at a rate of six per cent 
since late summer and should be further 
accelerated by the large increases billed 
by the Reagan administration for the 
defence budget. 

Finally, the jobless rale, too, has begun 
to mirror a softening economy. After 
holdidg steady at 7.3 per cent in the two 
previous months, the rate climbed tO 
7.6 per cent in May, which was the 
highest level this year. The number of 
jobless persons rose by 425,000 in May 
to a total of 8.2 million. The increase 
was the largest and the total highest, for 
any month since the recession bottom 
of May, 1980; and further increases are 
expected in the coming months. 

A welcome by-product of the slowdown 
has been a lower rate of inflation. The 
producer price index for finished goods 
(those ready for retail distribution) rose 
0.4 per cent in May or at an annual rate 
of 4.9 per cent without compounding. 
The index had risen 0.8 per cent in 
April and 1.3 per cent in March. The 
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consumer price index, too, has settled 
dowii:, at least for the present, at a single- 

^ digit level. Luck in the shape of lower 
oil prices has no doubt helped lower the 
cate of inflation. 

To start with, the administration felt 
worried about the economy’s first quarter 
strength. This, it feared, might be used 
in the Congress as an argument to oppose 
the three-year, 30 per cent across-the- 
board tax-cut which Mr Reagan had made 
the centrepiece of his fiscal plans. It 
therefore, if anything, welcomes a couple 
of sluggish quarters. 

' After maintaining a fairly long silence, 
top Reagan economists recently came out 
with the prediction that there would be 
little or no growth in the second and 
third quarters. In real terms, it could be 
plus or minus by a small amount, said 
Beryl W. Sprinkel, Under Secretary of 
the Treasury for Monetary Affairs. He 
could not be more precise, but he did not 
expect the slowdown would be “long- 
lasting or deep”. Almost at the same 
time, Murray L. Weidenbaum, Chairman 
of the President’s Council of 1 conomic 
Advisers, expressed a similar view. With 
this the administration finally joined 
what most outside economists had already 
been forecasting. There are, naturally, 
some differences among them, but they 
fall within very narrow limits, ranging 
from a slightly minus growth to 1 to 2 
per cent on the plus side. 

Difference of Opinion 

Beyond the third quarter, however, the 
consensus falls apart. The administra¬ 
tion goes on harping that once the 
Reagan package of spending cuts and tax 
cuts are in place, productivity will soar, 
inflation will cool off, interest rates will 
climb down, and the economy will rcsunc 
its uptrend along a non-inflationary 
growth path. But a good many outside 
economists are sceptical about this rosy 
scenario. They believe that the proposed 
tax cuts, if enacted at this stage, would 
further enlarge the big budget deficit of 
$S0-$60 billion which, coupled with the 
vastly escalated defence spending, would 
produce worse inflation, higher interest 
rates, and in the end a deeper recession. 



Thus, beyond a few months of assured 
slowdown the future of the economy 
remains shrouded in a dense fog of 
uncertainty. 


Shifts in World 
Payments Imbalances 


CiJRRrNi INDICATIONS urc that the 
combined surplus of the Organization of 
Petroleum EKp<Hting Countries (OPLC) 
will decline significantly from Iasi ycai’s 
$110 billion. Oil prices for 1981 as a 
whole seem Jikcl\ to average 10 per cent 
13 per cent nioic than in 1980, a full 
10 percentage points Jess than was 
projected at the beginning of tlie year. 
Oil consumplion, particularly in the 
industi lalistd countiies, has continued 
to decline, and total demand for OPbC 
oil in 1981 will apparently fall as 
much as 11 pci cent below last years 
level. With imports continuing to grow 
rapidly, the combined surplus of the 
OPEC memhcis for 1981 now seems 
likely to total at least $80 billion less 
than »n 1980 And if political upsets in 
the Middle Last can be avoided, a 
further decline of $I4-S20 billion in the 
OPEC surplus i> probable in 1982. 

The piojcctccl shrinkage of the OPEC 
surplus raises the question of whcic 
ofisctting improvements in international 
payments imoalanccs aie likely to cineige. 
The prcInTunai> answer—summarised in 
the table alongside —is not very satisf>ing. 

These “hotlonvup” foiccasts that is 
estimates obtained by aggregating the 
projected pa>niciits imbalances of indivi- 
dual countiics project a decline in the 
OPEC surplus that is maikedly larger 
than the estimated improvement in the 
current account position of the rest of 
the world. I he sum of the estimated 
payments deficits for 1981 and 1982 
in the table exceeds the sum of 
estimated payments surpluses by inoie 
than $50 billion. If the accounts of 
excluded countries, principally South 
Africa and Israel, are considered, the 
statistical disci epancy approaches $60 
billion, more than double die unexplained 

US 


residual embedded in the balance-of* 
payments numbers now available for 
1980. Although large year-to-year 
increases in this discrepancy are not 
without precedent, the su ^picion remains 
that something is wrong. Either the 
OPEC surplus will turn out to be larger 
than forecast, or the improvement in the 
international payments position of the 
oil importing countries is understated. 
The betting here is that the latter is 
much more likely. 

It does not appear likely, however* 
that cuncnl piojections significantly 
ovei estimate the deficit tm current 
account of the (non-OPLC) developing 
countries as a group. Although the Ic»- 
than-cxpcctcd increase in oil prices will- 
save oil-importing developing countries 

Current-Account Balances ' 

(billion $, including ofiiual transfers) 



1980 

J981 

1982 



cst. 

prof. 

United Stales 

3 

2 

-2 

Japan 

— 11 

— 3 

i 

IFC 

-41 

- 30 

—20 

OE( D 

-^77 

- -60 

--45 

OPEC^ 

110 

80 

63 

Other Developing 
(^ountiics 

- 42 

—59 

—60 

Centrally Planned 

Fconoinies 

—7 

- 12 

-13 


some $7 billron tins yeai, it will cosi 
those (non-OPEC) developing countries 
that aic oil exporters roughly $2 bilUoQ 
in foiegonc export earnings, Furth)er 4 
commodity piiccs have averaged signi- 
ficantl) lower and interest rates markedil) 
higher than was expected at the begin* 
ning of the ycai. With the net indebted* 
ness of the non-OPEC developing nation! 
to international commercial banks non 
over $1(X) billion, the worsening of thi 
payments deficit associated with thj 
latter effect alone will apparently excee 
$2 billion. Thus, although the totS 
payments deficit of the non-OPE( 
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ideveloping countries for 1981 may prove 
^slightly smaller Ibrecast earlier, 

the conclusion icmains that this deficit 
Will be moderately larger in nominal 
terms this year than last, mainly because 
of the relatively slow growth of markets 
I for developing-country exports in the 
I industrialised nations And although 
I Ihc more lapid gi owth projected for 
7 the industrialised countries next year 
i implies both an impiovemcnts in commo- 
\ dity prices and a moie rapid giowth of 
I dcveloping-country export volume, it is 
> difiicult to foucast a drop in the current- 
^ account deficit of the (non-OPEC) 
developing countries in 19S2 

. The impiovements in international 

* payments imbalances olTscUing the 
declining OPFC su! plus will thus accrue 

* mainly to the industiialised countries 
The United States appears to betons- 
picuous exception to this tendency. 


current-account deficit prove too pessi¬ 
mistic, the ^ bulk of the unexpected im¬ 
provement will likely accrue to the EEC 
countries. 

Weakening Chinese 
Trade Position 

Ai IHOUGH China’s trade deficit with the 
West narrowed to 81 3 billion in 1980 
from S2 0 billion in 1979, its trade posi¬ 
tion deteriorated over the course o( the 
year China’s trade showing was stiong 
in the first half of 1980, owing mainly to 
high world prices for its oil cxpoits, but 
a surge m imports and depressed export 
earnings mlhe second half brought steady 
deterioration to the trade accounts 1 he 
weakness has continued in 1981, with the 


Premier to unveil a restrictive budget thkt 
proposes to reduce capital investment 
expenditure and to cut spending by 
administrative organisations and the 
military (The cuts in centralised invests 
ment will be partly offset by increased 
investment by some provinces and muni« 
cipahties) 

The outlook for 1981 and 1982 is for 
larger trade deficits—averaging 82 billion 
each year. The slowdown in worldwide 
trade will constrain export growth, while 
domestic production problems are expec¬ 
ted to reduce the volume of oil exports 
and limit the growth of coal exports 
Recent delays in negotiating contracts for 
exploratory drilling mean that additional 
earnings from oil exports will probably 
not appear before the late 1980s On the 
import side, the need for agricultural 
goods, fertilizer, steel products and ma¬ 
chinery IS likely to increase steadily. 


however J his vtai, the favonrablc effects 
of lowcr-than-cxpcctcd oil piiccs have 
been offset by highcr-lhaii -expected 
‘ economic growth and, hence, increased 
non-oil imports Next yeai, the lagged 
effect of dollar appreciation will contri¬ 
bute to a worsened trade balance, 
although this shift could be ovci whelmed 
.by improved Gainings of US business 
overseas 


Significant Improvementa 

I Thc most significant improvements in 
cunent account position this ycai and 
jlicxt seem likely to be legistcred by 
Japan and the European Fconomic 
Community (FTC) countries A sizable 
fall m the Tipanese current-account 
JUeficit has been widely forecast, the 
change projected hcic may well be 
iindercsti mated, despite the increased 
jToreign politital icsjstance to iheconti- 

{ lUed giowth of la|Mncse exports Jhcre 
s considerably less consensus as to the 
lance-ot-pa>mcnts outlook foi Europe 
spite the Luiopcan recession, most 
alysts have tended to pioicct a rela- 
vcly modest decline in the LFCcurrent- 
unt dclieii foi I9SI, largely because 
concern for the “J curve” effect of 
ijllar appreciation Recent data on 

I iXports and expoit orders suggest a 
bore significant improvement, however 
tf current piojcctions of this year’s OECD 


ti ade balance for the first quarter in 
deficit by 8600 million 

The adverse shift in China’s trade balance 
in the second half of 1980 created financing 
problems lor the Chinese authorities 
Unanticipated short term financing needs 
associated with the fast growth in imports 
prompted a 8275 million drawdown from 
the IMF and a decline of some 81 3 
billion in China’s net position with mtei- 
national bank3 in the final quarter of 
last year The TMF was called upon 
again in early 1981 for another 856^ 
million 

The shift in China’s external accounts 
and in the financing outlook led the 
authorities to cancel several large foreign 
contracts It also prompted Chinese Vice 


Should China’s tiade deficit with the 
West continue to expand in the next 
several years, ample funding will be avail¬ 
able fiom foreign ofTicial sources and from 
the international capital markets Furthci - 
more, despite the decline in China’s 
reserves at cnd-1980, reserves still exceed 
liabilities to international banks The 
recent shifts in Chinese policy with res¬ 
pect to capital investment and foreign 
projects, however, may discourage both 
long-leim financing by banks and joint 
ventures with foieign firms. Gicatcr 
reliance upon short-term counter tiade, 
equipment contracts, and ofiicial export 
credits is highly probable over the next 
two years. 

--Jnternatinoal Finance 
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Point of View 


Small Industry Perceptions O. P. Jain 


Th« author foals that tha policy strass on aconomic fadaralism and 
nuclaus plants Is not accompanlad by a corresponding incraasa in 
tha output of amall-scaia industrias. Nor has the emphasis on khadi 
and village industries bean transiatad into a high growth rata of 
output. Tha village and small industries sector under tha Sixth 
Pian is expected to generate 38 par cant more employment. This 
may look impressive as such but not in the context of employment 
ganerotion as tha main policy objective. Productivity is another area 
showing a gap between the approach of the industrial policy 
statement and the Sixth Plan targets. The author finds similar 
dichotomy between tha policy statement and plan targets in the 
matter of exports from tha small industry sector 


Chai viNisM i»rRMrAiiN(T Industrial Policy 
Statement, 1980 is not reflected m the 
Sixth Plan (1980-85) in respect of village 
and small-scale industries. Is it because 
the former is meant for public consump¬ 
tion mostly; while the latter is to provide 
a policy framework for programme 
implementation in the sector? In fact, 
the Sixth Plan does not bioadly break 
away from the Draft Plan (1978-83) from 
the viewpoint of the philosophy and 
objectives of the programme as well as 
the relative importance of different sub¬ 
sectors of these industries. It, rather, 
^ scales down the growth rates of produc¬ 
tion and employment targets compared 
to the latter. 

It might be partly because of a 
cautious approach by the planners under 
the influence of institutional and policy 
rigidities and shortcomings and partly be¬ 
cause of recognition on their part of the 
limited practicabilities of such sloganistic 
programmes as Fxonomic J^^cdcralism 
and Nucleus Plants. No less important 
is the subdued enthusiasm of the framers 
of the Plan for village industries as an 
instrument of decentralised production 
and employment. There is, therefore, 
an obvious need for realistic thinking 
based on the situational parameters as 
against political affiliations and animosi¬ 
ties, for providing credence to the 
Government policies and programmes 
designed for fuller utilisation of the 
development potential of village and 
small-scale industries. 

The Industrial Policy Statement, 1980, 
showed a degree of chauvinism in its 


observation: ‘ll will be Government’s 
endeavour to rc\erse the trends of the 
last three yeais towards creating artifi¬ 
cial divisions between small and large- 
scale industry under the misconception 
that these indii tries arc essentially con¬ 
flicting*. Such d chauvinistic tone of 
the Government does not find an echo in 
the Sixth Plan (1980-85), which 
states that the piomotion of village and 
small-scale industiies will continue to be 
an irapoitant dement in the national 
development stiategy particularly because 
of its very favourable capital output ratio 
and high cmploNment intensity. 

This statement reflects nothing but the 
continuity ol the programme as planned 
and executed in the immediate past as well. 
The creation ol aitifical division between 
the small and the largc-scgle sector as 
alleged in the 1980 statement is not 
evidenced inspirit by what is contained 
in the Industrial Policy Statement, 1977. 
The 1977 ‘:iateincnt summed up the 
Governmeni policy m the words: “What¬ 
ever can be produced by small and 
cottage industries must only be so pro¬ 
duced”. Items identified on such bases 
were to be provided for production in 
this sector thi oilgh the reservation policy 
which is still being pursued with equal, 
if not more, zeal than what had been 
shown by Govcinmcnt in pursuance of 
the 1977 statement. 

The policy objectives of village and 
small-scale industries as outlined in the 
Draft Plan and the Sixth Plan present 
rather a striking note of continuity and 
comparability. These arc the improve¬ 


ment in production and earnings, the 
creation of additional employment, the 
promotion of viable structure and the 
reduction in the role of subsidies through 
augmenting positive assistances to these 
industries. The additional two objec¬ 
tives, that is development of entrepre¬ 
neurial base and export promotion as 
provided in the Sixth Plan arc implicit < 
in the Draft Plan The Draft Plan em¬ 
phasised as its main policy thrust on the 
effective promotion of cottage and small 
industries widely despersed in rural areas 
and small towns, which can be possible 
only thiough the development of entre¬ 
preneurial base and which must give rise 
to an increasing production of exportables 
in the sector Thus, the Sixth Plan only 
plays out the ditferenccs m words but not 
in the spirit of the policy and the pro¬ 
gramme for the development of this 
sector. 

Chauvinistic Statement 

The outlay provisions and the accomp¬ 
lishment targets, as stipulated m the 
Sixth Plan, do not in any wav support 
the chauvinism aired out m the 1980 
statement. As ^hown m Tabic 1, the 
Plan outlay allocated in the Sixth Plan 
for this sector is Rs 1780 erores, that iS, 
26 per cent more than what had been 
provided in the Draft Plan. Such an 
increase is modest when compared with 
176 per cent more outlay provided in the 
Draft Plan than in the i ifth Plan (1974- 
79). ; 

Again, It accounts for 1.8 per cent 
of the total plan outlay as against 2.0 
per cent m the Di aft Plan. Similarly, it 
constitutes a lower percentage 11.85 of 
the outlay for the organised industry and 
minerals compared to 15.77 in the Draft 
Plan which had, in fact, made much 
larger financial allocation for this sector^ 
absolutely as weH as relatively, than 
preceding two Plans. One plausibh)^ 
explanation can be that the plannei!| 
responsible for the Sixth Plan hope that 
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Table I 

Plan Outlays for Village and Small-Scale Industries 


Areas Fourth Plan 

Fifth Plan 

Draft Plan 

Sixth Plan 

(1969-74) 

(1974-79) 

(1978-83) 

(1980-85) 

I. Village and Small-Scale Industries 

1 . Amount (Rs Crores) 

2. Percentage increase over the 

243 

510 

1410 

1780 

previous Plan 

0 

no 

176 

26 

3- Percentage of total Plan outlay 

II. Organised Industry and Minerals 

1.5 

1.3 

2.0 

1.8 

1. Amount (Rs Crores) 

2. Percentage increase over the 

2864 

6285 

8940 

15018 

previous Plan 

9.5 

119 

0.42 68 

3. Percentage of total Plan outlay 

III. All Sectors 

18.2 

17.4 

12.9 

15.4 

1. Amount (Rs Crores) 

2. Percentage increase over the 

15779 

39322 

69322 

97500 

previous Plan 

IV. Percentage of Outlay on V.S.I. 

84 

149 

76 

91 

to that on organised industry and 
minerals 

8.5 

8.1 

15.8 

11.9 


Table H 

Targets of Production, Employment and Exports for Village and Small-Scale 
Industries under the Sixth Plan 


Production 

Employment 

Exports 

(Rs crores) 

(Persons in Lakh) 

(Rs Crores) 

Sub sectors 1979- 1984- % in- 

1979- 1984- % in- 

1979- 1984- % in- 

80 85 crease* 

80 85 crease* 

80 85 crease* 


Ijthic private sector outifLy made in the 
Nucleus Plants will Be transmitted partly 
or in main to small ancillary units and 
K thus inflate total outlay for this sector. 
s^Such a hope is more likely to be belied 
7 than realised in view of the limited 
f ancillarisation permitted by quite a large 
^'fiumber of industries. It is worked out 
^vthat a substantial range of ancillari- 
f Mtion is possible only in transport and 
communication industry (50-100%), a fair 
range in power-based industry, consump¬ 
tion and consumer durable industries 
' and industrial machinery and machine 
tools industry (10-50%), but an insubstan- 
: tial range in other industries (less than 
: 10 %). 

Pronounced Increase 

I The planners’ optimism on this account 
‘ even is not reflected in the growth rates 
' , of output and employment in small-scale 
! , industries especially, which alone offer 
a varying scope for ancillarisation. The 
output of these industries, as shown in 
Table II, is anticipated to increase from 
^ Rs 21.635 crores in 1979-80 to Rs 32,823 
Crores in 1984-85, showing an increase of 
52 per cent which is far lower than that 
: in the Draft Plan (1978-83). The Draft 
; Plan envisaged the production in small- 
; scale industries at Rs 26,700 crores in 
■ ,1982-83 as compared to Rs 6,700 crores 
in the calendar year 1976, showing an 
^almost three-fold increase (both figures 
based on 1976 prices). It is ascertained 
: from the other source of reliable infor- 
^ mation that the former figure relates to 
the recognised as well as the unrecognised 
amall-scalc units; while the latter covers 
the registered ones only. It is important 
to note that production figures even with 
a comparable base show a pronounced 
increase of 89 per cent from Rs 14,000 
crores in 1977 (calendar year) to 
Rs 26,700 crores in 1982-83, as against 
the corresponding increase of 52 per cent 
:.in the Sixth Plan, 

It is thus obvious that the policy stress 
Economic Federalism and Nucleus 
l^lants is not accompanied with a corres¬ 
ponding increase in the output of small- 
I scale industries during the period 1980- 
I 85. Nor has the emphasis on khadi and 
L village industries for the generation of 
lOlf employment and earnings been trans- 


Traditional 

Industries 

Khadi 

98 

200 

100 

11.24 

Village 

industries 

314 

1000 

215 

18.21 

Handlooms 

1740 

2460 

41 

61.50 

Sericulture 

131 

245 

88 

16.00 

Handicrafts 

2050 

3200 

42 

20.30 

Coir 

86 

122 

42 

5.59 

Sub total 

4419 

7227 

64 

132.84 

Modern Small 
Industries 
Small-Scale 
Industries 21635 

32873 

52 

67.00 

Power- 

looms 

3250 

4100 

25 

11.00 

Sub Total 

24885 

36973 

49 

78.00 

Others 

206 

5035 

2344 

25.00 

Total VSI 

33510 

49235 

47 

235.84 


15.40 

37 

— 

— 

— 

35.10 

92 




87.00 

42 

261 

370 

42 

21.50 

34 

49 

100 

104 

28.00 

38 

835 

1315 

57 

8.00 

43 

30 

50 

67 

195.00 

48 

1175 

1835 

56 


89.00 

33 

1050 

1850 , . 

76 

14.00 

27 


^ -- 


103.00 

32 

1050 

1850 

76 

28.00 

12 

— 

— 

— 

326.00 

38 

2225 

3665 

65 


* “Rounded 


lated into a much higher output growth 
rate which works out to 38.2 per cent 
compared to 56.8 per cent in the Dratt 
Plan. It IS also less at 8.2 per cent for 
handlooms and 5.0 per cent for power* 
looms compared to 10 per cent and 
16.7 per cent, respectively, in the Draft 
Plan. The Draft Plan targets, it can be 
argued, might have been over-pegged 
due to the Government anxiety to pro¬ 
mote decentralised production in the 
country, in conformity with its economic 
philosophy and also out of political neces¬ 
sity. 


Low Growth 

i Such an over-pegging is evident 
from the fact that the actudl growth 
rate per annum was quite low at 10 8 
per cent for small-scale industries, 

14 6 per cent for khadi and village 
industries, 2 4 per cent lor powerlooms 
and 0.2 per cent for handlooms, during 
1974-75 to 1977-78 Most probably, it 
seemed to have been necessitated by a 
deliberate drift in appioach adopted for 
the development ol this sector But the 
sad part is that the check to such a 
drift as embodied by Economic Federa¬ 
lism in the 1980 statement has not been 
accompanied with a far larger growth 

^ of small-scale industries than what had 
been achieved during the years 1976-77 
and 1979-80 Is such a gap between 
policy and practice because of over- 
caution or lack of determination to back 
up the intentions of the Government in 
power? 

Total village and small industries sector 

15 envisaged under the Sixth Plan to gene¬ 
rate 38 per cent more employment rising 
from 235.84 lakh persons in 1979-80 to 
326 lakh persons in 1984-85. The figure 
IS undoubtedly impiessive when compared 
With 26 per cent increase in employ¬ 
ment in the whole manufacturing sector 
and 22 68 pci cent increase in total 
employment in all the sectors during the 
Plan period. But it is not so when per¬ 
ceived m the context of employment 
generation as mam policy objective of 

l^thc development of this sector. The 
Draft Plan has however provided for 73 
per cent increase in employment in this 
sector during 1977-78 to 1982-83. 

Productivity is another area showing a 


gap between the approach embodied in 
the 1980 statement and the achievement 
targets included in the Sixth Plan. To 
quote the 1980 statement, ‘it will be 
Government’s endeavour to ensure that 
the process of modernisation percolates 
down to small units and the villages, 
leading to incieasc m productivity in this 
sector”. As shown by target figuies in 
the Sixth Plin, the average output per 
emplovee—which is the mam if not the 
sole index of productivity, is expected to 
increase by 6 29 pci cent for the whole 
sector and by 11 39 per cent foi tiadi 
tional industries m the sector Despite 
all the fanfaie on nucleus plants and 
ancillarisation in the statement, small- 
scale industries aic envisaged to impiove 
the output pci wotker by 14 38 pei cent 
in 1984 85 ovei 1979-80 which is dwaiftcd 
by 91 25 per ccMit increase provided in 
the Diaft Plan 

Lastly, the expanded cdorts in cxpoit 
promotion in this sector given in the 
Sixth Plan as one of the objectives of 
this scctoi docs find an expression in 65 
percent mcieiscjii total cxpoiIs from 
this sector Ironi Rs 2,225 cioies in 
1979-80 to Rs 3,665 crores in 1984-85 
Such an cxpiession seems mellowed 
down when \K\\ed fiom the ielated 


share of these exports in production in 
this sector and also in total exports from 
the country. The export-production 
ratio IS expected to improve from 6 64 
per cent in 1979-80 to 7 44 per cent in 
1984-85 on the sector level but is to 
decline from 26.59 per cent to 25 39 per 
cent, respectively, for the traditional 
small industries which otherwi<;e are much 
more export market prospective than 
(he modern “small industries. 

Again, exports from this sector will be 
36 I per cent of total exports in the final 
as against 34 3 per cent in the first year of 
the Sixth Plan Such a percentage in- 
cicasc is insignificcintly small in view of 
the much gieater export prospects of tfao 
labour intensive and artistic articles in 
the developed countries than those of ' 
machinery and equipment in other deve^ 
loping countries I his fact is amply 
testified by the overseas market surveys 
undertaken by the professional agencies ' 
in and outside the country These arc 
the main aspects of small industry pers¬ 
pective under the Sixth Plan which are 
not likely to escape the notice of a criti¬ 
cal eye and which necessitate lethinking 
on and icfoimulation ot objectives of 
the scctoi in comformity with the 1980 
statement 
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Dr K. Siva Subrahmanyam 


Property Taxation 

The question of choosing the right basis of assessment for purposes 
of local real estate taxation has been engaging the attention of 
experts but no uniformity of views has been arrived at. Two widely 
used bases are annual rental value and capital value. The author 
who is Reader in Economics, University of Madras P.6. Centre, 
Coimbatore, has made a critical assessment of both the methods. 


Land buildings arc assessed in many 
countries usually on capital value or an¬ 
nual value for local property taxation. In 
the USA, Jamaica, Canada, Australia, 
and the West indies, capital value forms 
the basis of assessment. In the United 
Kingdom, New Zealand, I'rance, Sudan, 
Pakistan, ard West Gcrmanay (in respect 
of propel ties let out as dwellings), annual 
value forms the basis of local real estate 
taxation. In India, annual value is 
adopted foi local property taxation in 
several States. 

In many countries where capital value 
basis is used, only the unimproved or site 
value of the land is taxed, improvements 
being either wholly untaxed or taxed at a 
lower rate. In other countiies, land and 
buildings arc taxed at different rates. In 
New Zealand, a few local authorities 
assess land on the basis of acreage and in 
some cases on the basis of the number of 
sheep and cattle owned by the landowner. 
In some countries, elTorts aic made to tax 
the 'unearned increments' in land values, 
the benefits property owners derive from 
local public works, the net income received 
from property and the value of vacant 
building sites. 

Differing Criteria 

Land and buildings arc dilTcrcntly taxed 
in a number of countiies. There are, in 
the main, two types of differentiation bet¬ 
ween these two forms of property. First, 
there may be diifeicntial treatment of land 
land of the buildings on it. This may take 
the form of exempting either land or 
buildings partially or wholly. In Kenya 
for example, buildings are wholly exempt 
from local propeity taxation. In 
Australia, \vc find that in States like New 
South Wales, Queensland and Western 
Australia, the tax is levied on unimproved 
bapital value basis. 

EASXBRN CCXJNOMIST 


In the Western Provinces ol‘ Canada, 
Uganda and Rhodesia, while lands are as¬ 
sessed at their full value, improvements are 
assessed at a much lower rate- In Ghana, 
improvements alone are taxed. Second, 
there may be differential treatment of 
particular types of property depending 
upon their nature or the use to which 
they are pul, such as agricultural Umd, 
farm buildings, industrial premises. 
Government property, dwelling houses, 
etc. The differentiation is secured by 
either levying differential rates or increas¬ 
ing or decreasing the assessable values of 
certain types of propeity; the sort of 
differentiation that can be found in West 
Germany, the UK, and the USA. 

Divergent Views 

The question of choosing an ideal basis 
of assessment for purposes of local real 
estate taxation has received the atten¬ 
tion of many experts on local finance. 
Despite a searching analysis of the prob¬ 
lem, there is no uniformity of views 
among them. There arc, in the main, 
two widely used bases of assessment, 
namely, annual rental value and capital 
value, each of these having its own sup¬ 
porters and opponents. Due to lack of 
agreement among them, it is rather diffi¬ 
cult to pronounce a final judgment on this 
issue. Various considerations like local 
feasibility, administrative convenience and 
simplicity, local revenue needs, equity 
etc., will, in the ultimate analysis, in¬ 
fluence, the choice of the basis of as¬ 
sessment. 

The proponents of annual rental value 
point out that, in the first place, assess¬ 
ment on the basis of rental value of resi¬ 
dential and rented out buildings is simpler 
than the determination of their capital 
value.^ Even Lady Hicks who is in fa¬ 
vour of capital value basis for the deve¬ 


loping countries agrees that 'the great 
advantage of an annual value, which is 
closely related to rent is that it is easy 
to explain to the tax payer what he has 
to pay is just a percentage of his rent*.* 
The determination of capital value, on the 
other hand, is more difficult and demands 
more technical competence and qualified 
valuers. Moreover, capital values are 
relatively more difficult to assess precisely 
and objectively. 

Loss of Objectivenoss 

Property which has been recently sold 
may not easily be a satisfactory guide for 
the true present value of the properties 
in the neighbourhood.® Consequently, an 
element of judgment is likely to enter into 
the valuation and this is absent in the an¬ 
nual value basis at least where there is no 
widespread rent control and contractual 
rents. 1 his judgment inevitably leads to 
uncertainty and loss of objectiveness. 
Moreover, it is pointed out that the cle¬ 
ment of speculation in the determination 
of what a property would fetch if it were 
sold in the market at the time of assess¬ 
ment, is subjective because ‘no two per¬ 
sons can give an identical value for the 
same property at any one time. It would 
be difficult even to produce records to 
show what the cost of construction has 
been, much less to show what the cost 
might be’^ 

Thus capital value basis, it is argued, 
depends more on judgment than on exist¬ 
ing use. Second, fluctuations in rental 
value, it is pointed out. are less frequent 
than in capital value. In India, owing to 
the inflationary spiral, capital values have 
risen by several times the pre-War capital 
values. This increase in capital value has 
not however resulted in a proportionate 
increase in the ability of the tax payers to 
pay increased amounts of the tax. View¬ 
ed in this light, the case for annual value 
is said to be strong. Finally, the assess¬ 
ment of the tax on the basis of actual or 
reasonable rent is a levy on the actual 
or potential income from the property 
and to that extent, is a more equitable 
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method of taxation. The difhculty with 
capital value basis is that it does not take 
into account the income from property. 

' in other words, it does not satisfy the 
test of abiIity*to-pay which relates the 
tax to the income. Capital value of a 
house does not always indicate the capa¬ 
city of its owner, as a large family may 
require a large house. 

Those who believe that the annual value 
is the proper basis of assessment, again, 
differ among themselves over the method 
of aniving at it. Some writers advocate 
actual rents as the basis, while others 
prefer ti hypothetical icntal basis. On a 
closer examination, however, the actual 
f lental value basis shows itself liable to a 
large amount of fraud, inequity, and in¬ 
convenience. It becomes a common fea¬ 
ture that, through a clandestine arrange¬ 
ment with tenants, the property owneis 
grant receipts, if at all, for amounts less 
than the actual icnis received, thereby 
dcfiauding the local Government of a 
pail of its legitimate dues 

Fictitious Receipts 

Thus fictitious receipts arc not infre¬ 
quently likely U> form the basis of local 
taxation. The rents paidvaiy not only 
with the type of accommodation provided 
but also with the individual circumstances 
of the tenant and the landlord, the dura¬ 
tion of the rental contract, and the inter¬ 
action of demand and supply forces. An 
effective rental value basis will necessitate 
the maintenance of regular accounts of 
rents received. Moreover, this basis can¬ 
not be applied to owncr-occupicd houses. 
The actual rental value basis docs not 
therefore seem to be a proper basis of 
assessment. The hypothetical rental value 
basis thercfoie appears more satisfactory, 
being free from the disadvantages of the 
actual renlal value method, ft must, how¬ 
ever, be admitted that there is a place for 
actual rental value as a good and reliable 
guide to the hypothetical rental value. 

The advocates of capital value basis, 
on the other hand, point out that the 
‘dcvclopmcntar value of property is rcflect- 
^ ed in the assessment which is based on 
market selling prices.*^ The full develop¬ 
ment and use of properties is thus en¬ 
couraged. Lady Hicks observes that ‘an¬ 
nual values take the situation as it is, and 
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have no thought for the property values 
of tomorrow, selling prices, however, 
take into account not merely the present 
lent the property commands but also the 
market’s expectation of future rents 
which can be foreseen from the expected 
development of the property ot the 
neighbourhood, allowing of course for the 
probability that these expectations may 
not be realised foi some time and so must 
be discounted accordingly*.® 

Serious Drawback 

Thus a serious dtawback to rental value 
IS that the rent in qu.'stion and hciuc the 
valuation is cIo^Lly tied to the existing 
building for in valuation terminology, 
existing user) " When an urban locaIit\ 
is developing lapidly, people want to bus 
property no! much foi the use of the 
existing buiUlin»' as for what they ctiuld 
put there m te*ul Foi this reason, the 
true value of the property may fai cscced 
the capitalised \iiluc of rent of the present 
property anil the tiue value goes on using 
as the locality develops, and rent may be 
fixed. 

In adoptin'^ ihc annual value basis, ihe 
local Governments will thus be foicgoing 
the advantage this might otherwise have 
reaped from ilu use in property values 
Second, it is tKomed that capital value 
is more objiaiVw than the rental value 
and can be assc sed wth greater piccision, 
and can thciclou* be considcicd a bcttci 
measure of aa individual’s taxable capa¬ 
city. While p'eiding for the icplacemcnt 
of annual valiK by capital value. Pi of 
Cyan Chand observes that 
equation can ahiDst be eliminated in the 
assessment of the capital value; and as it 
is dcteimined by what a particulai piece 
of propel ly yields in the future, it is moic 
coriect estimate of its econcmic impor¬ 
tance and, thei i loi c, of the taxable capa¬ 
city of il'‘ owner.® 

On the oihcM h ind, annual value is moic 
or less an abstiaction since it is a ‘rent 
by a hypothctisal tenant to a hypotheti¬ 
cal landloid’. Finally, the rent actually 
paid under an old contract may not rcpic- 
sent the true present value and it obvious¬ 
ly does not do so in eases wheie pre¬ 
miums have been paid or collateral 
bargains entered into, such as arc fre¬ 
quently made with regard to pre- 
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mises. This however applies only if ac¬ 
tual rents form the basis. Finally, the 
valuation of owner-occupied properly is 
more truly in accordance with real values 
than is the ease with assessment on an¬ 
nual value basis. 

In practice, the term ‘capital value’ 
may mean either the market value (or 
sale value) of a piece of property, or 
Its ‘ leproduction” cost.” For purposes 
of house tax assessment on the basis of 
rcpioduetion cost, the capital value of a 
house IS equal to the market value of 
the site plus reproduction cost of the 
house less depreciation allowance. This 
form of assessment is however open to 
lliice obicclions : first, it inevitably 
discnminatcs against peisons owning 
buildings which do not have use or sale 
value equivalent to icproduction cost. 
Second, w'hcn the totil cost of the 
site plus building is taken into account 
foi assessment, the liability of different 
laxpavcis vanes acio.dmg to variations 
m the costs of the site, occupied by buil¬ 
dings 

Differing Situations 

J or instance, two buildings of equal 
si/c, consti ucted with the same material 
and almost similai in all lespccts but 
situated in two dilTeiont paits of a 
locality, one in the hcail of the locality, 
and the other at the penpherv of the 
ItKMlitv, will involve almost the same 
c )sts of erection Hut the cost of the 
site occupied by the budding situated in 
the he III of tlie locality in ly be greater 
than that of the othe This is especially 
the case with icgird to iirb.in and semW 
urbin localities If we adopt the 
rcpioduction cost method, then, the 
diffeien« c in llic assessable values of thU 
two buildings leflccts only the difference 
in the cost of the site. But in practice^ 
the market value or stlc value of thd 
building (plus the site occupied by it] 
situated in the heart of the locality wil 
ccitainlv be greater than the differenct 
between the sue value of the two build¬ 
ings p'us reproduction cost of the othei 
budding (and the site occupied by it). 

Thus It may be stated tint the markji 
value and reproduction cost bases ^ 
not give us similar results. Thifii 
It I** difficult to segregate the cost of tb 
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site occupied by a building precisely and 
accurately. To quote Lady Hicks, ‘once 
a building has been erected on a site 
there is no objective means of establish- 
. ing the respective contribution of site and 
building to the value of the whole even 
if they can be logically disentangled 
^ which is by no means certain’.’" This 
, furely introduces an element of arbitra¬ 
riness in valuation process. 

Let us now consider the system of 
assessment of house tax in the Gram 
^ Panchayats in Andhra Pradesh. Accord¬ 
ing to the existing statute, the tax cun 
be assessed on any one of the following 
bases : (a) Capital value; (b) annual 

value; and (c) plinth area, of the house.” 
It is open lo the Panchayats to adopt 
any one of the bases except that, where 
the plinth aiea is chosen as the base, the 
approval of the Distiict Collector is 
necessary’*. In the Panchayati Raj 
sector, while annual value basis is chosen 
mostly by the notified Panchayats, 
capital value basis is used by the non- 
notihed Panchayats in practice”. The 
plinth aiea basis is not favoured by the 
Panchayats in the Stale. 


Machinery Excluded 


The capital value of a house, to quote 
the statute, is deemed to be the total 
of the estimated value of the land; and 
the estimated present cost of erecting 
the house, after deducting for deprecia¬ 
tion a reasonable amount which shall 
in no case be less than ten per cent of 
such (building) cost.” Machinery and 
furniture are however to be excluded 
from valuations’It is clear from the 
above definition that the term ‘capital 
value’ as defined in the Panchayat (and 
Municipal as well) Act in the State 
Itefers to ‘icpioduction cost', 

The piesenl system of assessment on 
capital value by the non-notilicd 
iPanchayats can be defended on the 
liround of the lack of a market for the 
Kouses in scvcial iiirul localities in the 
pkate. 1 his factor renders any definition 
Ipf value based on sale or market value 
lixf the houses unsatisfactory. The exist- 
method of assessment avoids all 
oblems of ascertaining market values, 
ndary and title problems. Moreover, 
inhkc the annual value method, it 
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eliminates all site value dements. In 
this connection. It may be pointed out 
that the statute provides for a minimum 
depreciation allowance of ten per cent 
(on the cost of erecting the building 
only) for every building. 

This provision does not seem to be 
justifiable since depreciation allowance 
must, as a rule rest on the nature of the 
material used in the construction, and 
the age of the building. The Municipal 
Property Tax in the State however pro¬ 
vides for such relationship Granting 
universally for all buildings in the 
Panchayati Raj sector a minimum ten 
per cent depreciation allowance viitually 
means underassessment of the buildings 
(not the site occupied by them) newly 
constructed. 

Incentive to Building 

The argument that the existing pro¬ 
vision provides incentives for increased 
building activity may not be relevant 
to conditions of the rural localities in 
the State where local house taxation 
does not influence building decisions in 
any significant manner. Thcrcfoic, in 
the interests of both equity and revenue 
It looks desirable to invetsely relate the 
depreciation allowance to the age of the 
building and the nature of material used 
in construction, and to ensure that ncwly- 
constructed buildings are not entitled to 
depreciation allowance until the lapse 
of a specified, say five-year, period. 

The annua! value of a house, according 
to the Panchayat statute, is ‘deemed to 
be the gioss annual rent at which the 
house may reasonably be expected to 
let from month to month or from year 
to year, less a deduction of ten per cent 
of such annual rent towards all allowan¬ 
ces for repairs or any other account 
whatsoever”®. Where there is no way 
to independently estimating the annual 
value of any building situated in 
Panchayat areas, the annual value, 
according to the statute, is taken as a 
percentage of the capital value. The 
statute provides that in the case of any 
Government building or any building of 
a class not ordinarily let, the gross 
annual rent of which cannot be estimated, 
the annual value is deemed to be six per 
cent of its capital value. 
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The words ^reasonably be expected to 
let’ have, in England, been given a 
meaning which has made annual value 
an abstraction. Consequently, the actual 
rent paid by a tenant to a landlord is 
taken to be presumptive evidence of the 
annual value itself, but not the annual 
value itself. The same conception is 
implicit in the Acts governing local 
taxation in Andhra Pradesh.” In 
practice, the actual rent is accepted as a 
fair index of the annual value of an 
assessable unit of property or heredita¬ 
ment, unless collusion or concessional 
rcntwcie suspected 

Andhra Judgement 

The principles for determining the 
‘reasonable rent’ of buildings were defined 
by the Andhra Pradesh High Court in 
the judgment delivered in July 1962 (in 
a writ petition filed by the NcIIore 
Rent-Payers Association against the 
gencial revaluation of the municipal 
property tax).” The High Court held 
that (a) In the case of buildings let out 
by the owncis, if a ‘fair’ rent has been 
lixcd under the Rent Conti ol Act, that 
‘fair rent’ should be taken into account in 
determining the lental value of the 
buildings; (b) in the case of buildings 
in the occupation of the tenants in respect 
of which no ‘fair rent’ has been fixed, 
the rent actually agreed upon between 
the landlord and the tenant may be 
taken to be the leasonable rent, provided 
theic is no question of fraud or undue 
influence or coeicion or other vitiating 
circumstances; and (c) in the case of 
owiicr-occupicd houses, the assessments 
have to be made bearing in mind the 
principles relating to the fixing of‘fair 
rent’ under the Rent Control Act. That 
means the executive authority has to 
take into account the rates of rent for 
which similar houses in the locality can 
be reasonably expected to let having 
regard to the provisions of the Rent 
Control Act and also the ‘fair rent’ fixed 
by the Controller with regard to similar 
houses in the locality. 

As for the principles for fixing the ‘fair 
rent’, the Rent Control Act specifics 
that, in fixing the ‘fair rent’, the Rent 
Controller should have due regard to : 
(i) The prevailing rates of rent in the 




locality for the same or similar accom¬ 
modation in similar circumstances during 
the twelve months prior to April 5, 1944; 
*(ii) the rental value as entered in the 
properly tax assessment book of the 
concerned local authority relating to the 
period mentioned above; and (iii) the 
circumstances of the case, including any 
amount paid by the tenant by way of 
premium or any other sum in addition 
to rent after April 5, 1944. Further¬ 
more, the Rent Controller is also autho¬ 
rised to increase the fair rents fixed by 
him by not exceeding u stipulated 
percentage depending upon, (a) the class 
of building, that is to say, upon whether 
f ii is residential or non-residential; 
(b) when it was constructed; and (c) the 
rate of rent fixed. 

Consequent on the judgement of the 
High Court, the Slate Government has 
issued insliuctions to the valuation ofii- 
cers for guidance in the matter of 
assessment of buildings to house tax.^^ 
Accordingly, buildings in the Panchayats 
were classified into three categories for 
assessment purposes, namely ;(i) Buildings 
which are in the occupation of the 
owners; (li) buildings let out in respect 
of which a ‘fair rent’ has been fixed 
under the Rent Control Act; and 
. (iii) buildings that arc let out in respect 
^ of which ‘fair rent' has not been fixed 
but the rent has been fixed by contract 
between the landlord and the tenant. 

Notional Fair Rent 

In respect of buildings occupied by the 
owners, the valuation olficer has 
‘notionally’ to arrive at a ‘fair rent’ as 
‘reasonable rent’ for the purpose of 
estimating the gross annual rent of such 
buildings. This ‘fair rent’ has to be 
determined in accordance with the 
principles laid down in the Rent Control 
Act. In the ease of the second category, 
the valuation oificcr has to adopt only 
the ‘fair rent* fixed by the Rent Controller 
for purposes of assessment. In the case 
of the third category, the valuation 
officer has to adopt the ‘actual* rent 
^ agreed upon between landlord and 
tenant uninfluenced by extraneous consi¬ 
derations, for purposes of determining 
the annual rental value. 

While the capital value can work in all 



situations, annual value can be sensibly only 
employed in localities where a large range 
of buildings can be let out.^^ The adoption 
of rental value basis presupposes a 
regular income, potential or actual, from 
the taxable property, and this was the 
reason for the provision of remissions to 
the houses which are vacant for a 
specified period in a year, in many 
statutes in India. Thus annual value 
works smoothly in urban and semi-urban 
areas in India where renting houses is 
very common. 

Rental Market 

Undoubtedly, ‘valuation based on 
annual rent requires that there should be 
an active rental maiket, a reasonably 
homogenous development that permits 
comparisons of properties, and sufficient 
development to provide the volume of 
data that arc required, 'ihesc conditions 
prevail in most uiban areas, but are 
lacking in most rural areas. As a conse¬ 
quence, the valuation system based on 
annual rent generally is confined to cities 
and towns\"“ Jn mral Andhra Pradesh, 
most of the houses arc owner-occupied, 
boi this reason, a*-sessment on hypotheti¬ 
cal rental value or actual rental value 
basis IS bound to he unfair or unfounded. 

The TEC has lightly observed that ‘as 
for houses in villages, we consider that 
the house lax may normally be levied on 
the basis of capital value which, in their 
case, iscasici to determine than rental 
value on account of the fact that most of 
them arc occupied by their owners’.*^ 
Viewed in this light, Panchayats in 
Andhra Pradesh, especially the non- 
nolified Panchayats, are justified in 
opting for capital value basis because 
‘when the occupiei is normally also the 
owner, direct evidence of values must 
inevitably he drawn from selling prices 
and there is accordingly a strong argu¬ 
ment for basing the rating system on 
capital value dircctly*.^‘ 

In fine, in the present rural set-up in 
Andhra Pradesh, it is feasible and ad¬ 
vantageous to assess the houses in the 
non-notified areas on capita] value basis. 
In the case of notified Panchayats many 
of which are potential towns, the annual 
value base can be made use of. In these 
localities houses occupied by the owners 


may be assessed on hypothetical or 
reasonable rental value, while houses let 
out to tenants on hypothetical rental 
value or the actual rental value, which¬ 
ever is greater because the right to assess 
on a reasonable or hypothetical rent is a 
valuable safeguard against collusive 
fixation of lower actual rents.** Alter¬ 
natively, differential treatment of rented 
out buildmgs and owner-occupied houses 
can be attempted through rate differen¬ 
tials; a higher lax rate on the hypotheti¬ 
cal rental value of the former than the 
latter. 

With regard to the rent-controlled 
buildings, rent control has the effect of 
stabilising rents. The fair rents fixed by 
the Rent Controller lag behind the 
present ‘maiket’ rents with the result 
that a significant slice of money is pre¬ 
vented from reaching the local exchequer 
whose financial foituncs m India arc 
already at a low ebb. The exigent 
financial needs of the Indian local 
authorities require that houses whose 
rents arc thus controlled should be made 
to pay the tax on the basis of the 
uncontrolled market rents. 

Hardship to Owners 

However, the assessment of these 
houses on the hypothetical or reasonable 
rental value basis would severely penalise 
the ownei of such houses inasmuch as 
he would be foiced to pay his tax on 
the basis of a rent higher than what he 
actually receives. To obviate this diflSi- 
culty, the owner of the rent-controlled 
building may however be made liable to 
pay the tax im the basis of hypothetical 
rental value of the building and he be ’ 
given the light to collect from the tenant 
the difference between the tax assessed' 
on hypothetical rental value and the fair 
rental value. 

This measure besides bringing in 
additional revenues to the coffers of the 
local exchequer, does not cast a heavy 
burden on the taxpayers of rent-controlled 
buildings. In this case, the incidence of 
of the tax will be on both the owner and 
occupier of the building, the latter being 
required to share the tax burden cast on < 
the former. Thus it appears necessary 
amend the Rent Control Act on 
lines outlined above. In this connection^ 
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it may be stated that in the Panchayat 
areas, the resulting loss on account of 
the existing system of rent-control is not 
signifidant because such rent-conti oiled 
buildings exist mostly in urban areas and 
therefore tht> do not pose a big problem 
to the ruial local authorities in India 
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Readers’ Roundtable 


RSS: Whipping-Boy 


Sir, Your charge that 
'^Muslims have been killed by 
RSS hoodlums in the honest 
belief that they are being 
patriotic'* (‘Dry Thoughts', 
EE May 8) was a matter of 
surprise no less than pain to 
me. True, RSS is a handy 
whipping-boy as much for dis¬ 
gruntled politicians as for 
Ministers in search of a scape¬ 
goat—i.e. from Raj Narains to 
f Zail Singhs. Prof V.V. John, 
former member of Minorities’ 
Commission was not wrong 
when he said that for many 
RSS-baiting had become a way 
of proving their secular 
credentials. But your esteem- 
c4 journal or its editor is 
under no such compulsion. 
Then why this uncalled for 
indictment? 

Yes, this accusation has 
been repeated times without 
number by all and sundry— 
from Mrs Gandhi down to 
the smallest Cong(l) worker, 
but what is its worth in the 
face of the official denial on 
the floor of the Lok Sabha 
‘ that no RSS worker has been 
found involved in any case of 
communal noting so far? 
The findings of commission 
after commission on riots 
have confirmed this. Other¬ 
wise, would the despotic 
emergency-regime have re¬ 
sorted only to the draconian 
MISA or used only concocted 
charges—which were invariably 
rejected by the courts in deal¬ 
ing with RSS people after 
banning the organisation? 
That in spite of this the Home 
Minister saw RSS hand in 
Bihar Sharif and had to be 
contradicted, of all persons, 
by the Imam of Jama Masjid 
only shows how much regard 
our Government spokesmen 
have for truth. 

Of course whenever there is 
^ a riot 2^il Singh or Jagannath 
Misra will see all **hands” 
except the actual ones against 
whom they will not or dare 
not act, or the passive hand 
of a virtually defunct adminis¬ 
tration. 


As it is, people have, over 
time, learnt to sift grain from 
Chaffin‘‘political demogogy”. 
But our responsible journals 
have thankfully, maintained, 
by and large different stan¬ 
dards. Hence my surprise at 
your comment. 

Obviously, you have not 
had much opportunity to 
study the RSS from close 
quarters. Even so, the respect 
with which 1 read your writ¬ 
ings would suggest a more 
careful use of the term “hood¬ 
lums". 

(Bhai Mahal ir) 

/ entirely agree that the RSS 
has become a handy whipping 
boy for politicians, w hu h is 
sometimescondtmnedfor tufa- 
rioiis activities without cvukrcc 
or even an attempt to gatlur 
evidence. But to jump from this 
to the statement that the RSS 
has never had anything to do 
viith communal riots is to jump 
from fact to pure fiction Dr 
Mahavir says that no RSS 
worker has ever been found m~ 
volved in communal riot^ ojhci- 
ally. May I ask if anyom has 
ever been identified us a culprit 
officially ? And if not, do we 
conclude that nobody has i ver 
had a hand in the riots, and 
that they are an act of (wd ? 
The incompeti nee of the iiovcrn- 
ment in bringing culprits to 
book is no evidence that there 
are no culprits. 

Many thousands of Muslims 
have been murdered w the last 
three decades and man i more 
thousands have lost their hoim s 
and property in riots, and there 
must be tens of tlou sands of 
Hindu culprits involved / doubt 
if the RSS account for more 
than a small fraction of these. 
But does Dr., Mahavir really 
expect us to believe that RSS 
workers have remained a model 
of non violence in the middle of 
all this carnage^ and that the 
damage has been done entirely 
by more secular Indians ’ 

It is certainly not my conten¬ 
tion that every RSS worker is 
a hoodlum. But sunly those 


of them who indulge in murder 
and arson must he di scribed as 
such. I appreciate that Dr 
Mahavir will find it dtfficuh to 
make this concession in vuw 
of his statement that no RSS 
worker has ever been involved 
in riots. 

Swaminathan S. Aiyar 


Iran: Three Down, How 
Many to Go ? 

Sir, Kindly allow me to sup¬ 
plement the point made out by 
you in your editonnl (July 4) 
with the above caption, namely 
the danger in Iran comes from 
the Soviet Union pceiing over 
its shoulders. 

In the north of luin, in 
Russia's Turkmcinistan and 
Caucasus, the Soviets have 
stationed 28 divisions ol their 
army, which can be easily 
reinforced by another 12 At 
Shinbad m Afghanistan, cU>se 
to Iran’s eastern bolder, ^here 
arc four Soviet divisions 
which, being far in excess of 
their local counter-insuigency 
measures, arc meant for invad¬ 
ing Iran. 

In Iran itself, the Moscow 
supported 1 udeh Party has 
infiltrated into the highest 
echelon of Ayatollah group 
with the result that one of the 
contestants of powci is l.ilal 
Uddin Ferso, a Mullah Icadei, 
who considers the Soviets *in 
ally of Iran. The Tudeh parly 
supports the Islamic Repub¬ 
lican party because their 
theory is th»»t the Islamic 
revolution in Iranis the fust 
phase of further progress in 
the country. 

At Baku close to Iran’s 
northern borders, the Soviets 
are running a radio station 
under the nime of National 
Voice of Iran, broadcasting 
communist propagands among 
the proplc of Iran 

The historical background 
of Russia’s relation with li.m 
is also important Through 
out the nineteenth century. 
Czars were able to keep the 
Persian king undci their 
influence. The Communist 
Party of Iran was founded at 
Baku in 1920 consisting of 
Iranian cadres trained in 


Russia. The first Congress of 
the party was held at Baku. 

Soviet army invaded Iran in 
1921 and 1941. On both the 
occasions they set up their 
puppet regimes of Soviet re¬ 
publics. On both the occa-* 
sions they were forced to 
vacate the aggression when 
thicatened by countermeasures 
by Briiain and its allies 
In November 1941, Molotov, 
the Soviet Foreign Minister, j 
told Hitler that the “centre of 
gravity of Soviet inteiests lay 
in the south towards Gulf 
waters’* 

Aligarh Prof J.G. TiwarP 

Bank Services: 
Exorbitant Levies 

Sii, The banking public in 
the count I y should carefully; 
sciutinise their passbooks/ 
Statements of accounts in res¬ 
pect ol service charges claimed 
by banks It is common know-' 
ledge that some banks leyyi 
exorbitant and irrational. 
chaiges for services (sometimeU^ 
notional) rendered and 
away with it. > 

in this connection, a recent’ 
judgment ol the Madras High 
Court has not come a day toOi 
soon According to Press re^ 
ports, the Court has “taken 
strong exception to exorbh 
tant charges claimed by H 
nationalised bank towards renti 
secuniy, inspection and con* 
veyance in respect of an itett 
of machinery in its custody"^ 
According to the report, tb< 
learned Judge said “such uw 
reasonable claims only showet 
that borrowers were coerew 
mcicilessly. He reiected th 
entire claim towatds rei 
(amount claimed by baiij 
Rv 21.000) and allowed ont 
Rs 10,700 out of bank’s claiti 
(total claimed, Rs 35,670)". 

In the light of this judgment 
deposiiois and borrowei 
should scrutinise every servin 
charge entry and challen^ tb 
bank if the amount is disprq 
port I on ate to services rendereilj 
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Company Meeting: Hindustan Lever Limited 

MODERNISING TECHNOLOGY 


other public bodies to take a hard and 
close look at the state of our industry. 
While our choice may have to be unique 
to our country and its internal envi> 
ronment, we cannot any longer afford to 
ignore the world outside. It thus becomes 
dear that: 

a) Industries will have to be more pro¬ 
ductive and profitable to fulfil internal 
demands and where appropriate, pro- 
duce exportable surpluses at a com¬ 
petitive cost. 

b) Capital allocation in an inflationary 
world will have to be more selective 
and will have to be judged primarily by 
its productivity per unit investment, in 
addition to consideration of social 
costs and environmental repercus¬ 
sions. 

c) Energy costs per unit output will have 
to be reduced. 

d) Increasing inefficiency in many in¬ 
dustries due to obsolescence has in¬ 
creased the incidence of sickness — a 
phenomenon we can no longer afford 
to ignore. 

To explain away the pitiable plight of 
the third world, it was once appealing to 
believe that ‘small is beautiful’ or that there 
was a certain uniqueness where a tech¬ 
nology, though obsolete and unecono¬ 
mic, was deemed to be ‘appropriate’ for a 
particular society. One rarely debated ab¬ 
out obsolescence, modernisation, capital 
productivity and technology forecasting in 
our country with the frequency and din of 
today. We need to have access to rapidly 
chan^ng technologies from around the 
worla; collaboration is no more detrimen¬ 
tal, as it was once made out to be, and 
base of technology is logical — these 
are at last being recognised as possi¬ 
ble solutions to the problems that confront 
us today. We are now telling the world — 
come and prospect for oil In our country; 
let us share your knowhow in technolc^ 
and we will pay for it—or better, come, 1^ 
us join hands and you can shve in our 
industrial growth. But the questions are: 
does the industrialised world find the 
proposition attractive? Do we have the 
wherewithal to decide what is best for us 
from a series of options? 

TECHNOLCXSY 
OBSOLESCENCE 
In the last few years there has been a 
tendency in our country to more or less cut 
ourselves off horn continuous access to 
developments In world technology. This is 
progressively leading several industries to 
a state of obsolescence without our even 
being conscious of it Take, for example, 
the automobile industry. N^er the fuel 
conversion efficiency nor the design of our 


popular cars has changed over the last 
several years. The costs have become in- 
creasin jy prohibitive, quality has de¬ 
teriorated, and operating costs have be¬ 
come ridiculously high. Similar examples 
are available in the textile industry, power 
generation, communication equipment 
and in the transport and chemical In¬ 
dustries which were established early in 
this century. 

We have merrily gone on paying the 
price for these inefnciencies wimout ques¬ 
tioning them. Moreover, In recent times, it 
has been convenient to explain away the j 
high cost of production by invoking the i 
escalating energy cost j 

Industries will not feel compelled to 
modernise as long as their market is 
sheltered, shortage are widely prevalent 
and there is verylittle competitive edge in 
the market place. But in industries like 
pharmaceuticals, where new capaci^ was 
aeated with latter-day technology, the ol¬ 
der units started becoming sick and non- 
viable. Where management is keen to 
introduce more modem technology there 
is considerable opposition from the trade 
unions under the misguided notion that 
this would increase redundance. The 
actual fact is that these steps would ensure 
longer term viability and employee secur¬ 
ity, ^erefore, at a time when there is a 
need to increase production to meet the 
increasing domestic demand and reduce 
costs, to compete in export markets, the 
manufacturing industry finds itself ham¬ 
strung not only by a shortage of produc¬ 
tive capacity but also a high cost of pro¬ 
duction. Bakes like power, coal and trans¬ 
portation have become bottlenecks de¬ 
spite adequate installed capacity and po¬ 
tential availability. The stoiy Is the same 
with inputs such as steel and cement All 
this clearly reveals the extent of back¬ 
sliding in virtually all areas of industrial 
activify, which In turn manifests Itself In 
shortages, high costs and difficulties in the 
export market 

However, I believe, it has at last 
been recogriised that If this slate of afia:is is 
permitted to continue, the country will find 
itself in an economically irretrievable posi¬ 
tion. Solutions to the problems have been 
known aH along; what is new and en¬ 
couraging is the keen desire to put these 
into action. In this context modernisation 
and updating of technology, access to the 
world $ latest developments and the vital 
role of R&D are well-known routes to re¬ 
pairing economic systems which are hav¬ 
ing to face the reuities of the modem 
world 

Let us now examtne how this pioblsm 
needs to be tackled 



ilNTAS-HLL.CORP.aO-a^lS i 


A STRATEGY FOR CHANGE 

If we accept that industry in India needs 
to update technology and modernise, we 
must first list its strengths and weaknesses 
in order to evaluate a strategy for change. 

Some of the strengths are: 

a) India has industries in virtually all 
areas of modem technology, from 
fertiliser manufacture to nuclear 
power generation. 

b) Service industries have progressively 
improved. 

c) Project management and expertise are 
comparable to world standards. 

d) Engineering and fabrication facilities 
have increased manifold. 

e) Indian companies are being encou- 
rawd to step up efforts to enter into 
collaboration and purchase new tech¬ 
nologies from international sources. 

f) The presence of international com¬ 
panies In many crucial areas of in¬ 
dustrial activity in India has ^en us 
continuous access to world technol¬ 
ogy in several fields. 

Some major weaknesses are: 

a) Modernisation has not been given its 
due importance either in the public or 
in the private sector. 

b) Hardly any financial incentives exist 
for investments for modernisation 
and making existing investments 
more cost eft^tive. 

c) Modernisation Is often misunderstood 
by trade unions as a threat to em¬ 
ployment in a job-stan/ed economy. 

d) R&D for industrial development and 
innovation in technology is woefully 
small and insignificant in most areas. 

e) The machinery to evaluate technology 
purchase from abroad is inadequate. 

0 Even when adequate capad^ and 
resources are available, a plethora of 
lecnilatiorrs leads to qcoss under- 
utuisation of installed capacity and 
forces' fresh capital investment to 
create more, but not necessarily more 
productive, capacity. 

Before we discuss strategy, it is also use¬ 
ful to list some other relevant factors: 

1) Technology will not be readily avail¬ 
able from those who do not have a 
stake in this country. 

2) Transfer of technology Is tecilltated 
onV when the donor-receiver technol¬ 
ogy gao is not large. The gap can only 
be narrowed by establishing an ongo¬ 
ing relationship. 

3) The culture of updating and renovat¬ 
ing well-proven technologies with 
more modem knowhow is not eaiy in 
a non-innovative and sheUmd 
environment 

4 ) HoweveTi the pressures to modernise 
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and innovate ever present in a free 
market economy, can only be tmns 
planted in a protected economy under 
conditions of high inflation (dimi 
nished purchasing capacity) and ex 
port compulsions 

5) Once off purchase of technology has 
the inherent weakness that it does not 
provide for future developments It is 
only a palliative 

6 ) A strong R&D base is nec essary not 
only to keep pace with the changes n 
world technology but also to develop 
the ability to evaluate the extent of oh 
solcscence in any technology being 
offered 

Our strategy will therefore have to 
consider the following factors 

i) Modernisation 

ii) R&D 

iii) Capacity utilisation 

Iv) Access to new technology 

i) Modernisation 

Modernisation is generated by internal 
forces in an industnal economy Its pace 
and state of modernisation reflects the 
foresight of the leaders of industry It a 
fact of industnal life that unless an industrv 
continuously innovates or modernises it 
becomes progressively more incfficitnl 
and less productive In a protected 
economy the piocess of modernisation 
receives low pnonty because the cost of 
inefficiency is normally passed on to the 
end product Furthermore when limiteci 
capital IS available for investment it Is 
tempting given the taxation strut tiire and 
the continuous demand push to invest in 
new facilities rather than modernise exist 
inq facilities to increase productive capac 
iiy and make them more efficient Ttiis in 
turn gives an illusion of qrowtli and di 
versification but tlosc^r evaluation of the 
cost benefit of capital investment is likely 
to reveal a less encouraging picture 

1 o quote Peter F Druckcr The pro 
ceeds of liquidating vesterday’ are con 
sidered profit and are taxed as such 
both to (he company and the in/estor 
Hence businesses instead of liquidatnq 
the obsolete have to find new investments 
in new businesses for whatever cash is 
being released by the shnnkaqe of an old 
technology an old product line or an old 
market This policy makes it increasing!;, 
difficult to shift resources from low and 
diminishing areas of productvity to preas 
of high and increasing productivity It im 
pedes innovation It ah^ shifts businesses 
from a technological to a financial focus 
This results in a swerve from the scientific 
and the technological towards the finan 
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cial, ana from the long term towards the 
short term 

It is not a well publicised fact that the 
cost of modernisation is infinitesimal com 
pared to its bent fits Most industnes which 
have international links In tins country 
have nurtured a tradition of planning con 
tinuous modernisation as a major strategy 
for being cost efiectivc Certainly some of 
our industnes such as steel, cement auto 
mobile powt r qt ncration and coal mining 
have no r^asu i why they cannot collabo 
rate with international companies and dc 
rive advantajc of reduced costs and 
higher produrti\ ity 

1 must empf ^sise however that I am 
not suggesting that the government give a 
carte blanche foi mdiscnminate imports of 
all types of technology Pnonty and selec 
tive iVts can be prepared and freedom 
given to u levant industnes Imposing 
some restnet o is and time limits will re 
dure ijvcr d».pf n lence and will also force 
investmi nt in R .D which is essential in a 
long tcim tri^^\ Sometimes modemi 
sation IS mi iin J( r'.tood as invoknng only 
plant and n i hmry Modernisation en 
compif ses a’l > jiec s of industnal activity 
from rau rn itc n il process product de 
sign arid nf mntion systems to expertise 
dcvclofirru + n fields such as maiketinq 
and t xpt irt I nc ’^c fore decisions to mod 
c rnise and its )pe have to be very c arc 
fully evdluatL \ in terms of cost benefit 
analysis 

11 ) Research& Development 

Industnc sre better able to introduce 
change mo i xirade technology if they 
have nKaninqtul F^&D operations An 
R&n unit s fun lion is not only to discover 
new thino bul also lo (ontinuously 
monitoi cMstin { processes in the light of 
what IS h ippt rung in the rest of the world 
and initnU chvigc Modernisation based 
on an on and (ff acquisition of new tech 
nology siif ei j fn m the inherent weakness 
of a time lag atul over dependence One 
can never bt certain that the pnee being 
paid IS reasonable or whether the partcu 
lar choiii? of leihnolcw is the most ap 
propnatc If therefore, K&D is such a pro 
ven and vital inrt of modem industry why 
has it failed bimnq a handful of excep 
lions to gam tool in industry in India^ 

It IS well known that commitment to 
R&D requires the ability to take nsks This 
in tun I IS forccfl in a free marke< ei onomy 
where the pcinltics for not innovating fast 
enough ari sfverc A classic example of 
this IS the car industry in the West over 
whicfi the JajMnese stole a march by 
building smallc r and more fuel efficient 
car? based on their own R&D On the 


other handr the chemted and etedronfei 
industries, in the West as well as in Japan» 
have reaped immense benefits by large 
hiqh nsk investments backed by fiieir 
R&D discoveries 

As a country we are in an ideal position 
to undertake fruitful R&D on a massive 
scale First we have many special pro* 
blems m agnculture chemicals and raw 
matcnals which cry for solution Second, 
we have the world s third largest number 
of scientists and technologists and the con¬ 
fidence and ability to solve many of these 
problems Third the government has long 
recognised the importance of R&D and 
has provided very handsome fiscal be 
nefits And yet very lew industnes have 
taken the initiative to set up really mean¬ 
ingful R&D activities in the country 
1 hough in the post independence px?nod 
several national and regional institutes 
Wert set up the fall cut and mulftplicr 
effect from these into industnal activity 
have been 1 mittd from our c wn < 
nence we have learned that it is not cn 
ough to undertake good rescan h though 
this IS painstaking in itself Much more dif 
ficult IS the task of translating research ‘ nd 
inqs into manufactunng technoogv 1 his 
requires the commitment and upport of 
the top management to K&D on a loincr 
time frame than is usual in othei busin^ ss 
activities and has also to be protected 
from the day to day pressures and \ cis 
situdes of the business 

R&D has to be an integral part of a 
business so that its process and accoun 
(ability become the total managemer 
ponsibility To expect existing instib t s 
to fulfil then task from a penphe»^al ^ ) i 
tion would be taking a limited view. < m ir 

role and function ?ince making R^ ) an 
integral part of industry is an activity w ere 
we will be starting from a fairly small base 
the government needs to consider adopt 
inq this loutc more widely in the public 
sector industnes as well At the same time 
It must be made a pre condition for pnvatc 
sector industnes which arc permitted to 
import technology cither for a new in 
dustiy or for modernising an existing one 

Ulftmately R&D is an act of faith and 
commitment but once a sense of confi 
dence and innovative urge is instilled into 
the infrastructure the benefits to local in¬ 
dustry as well as to our international com¬ 
petitiveness will be immense and more 
than justify the costs involved 

in) Capacity utilisation 

Unfortunately India has many laws 
ngidly formalised to satisfy requirements 
rather than to promote effiaency and pro¬ 
duce results Modernisation and R&D 
aside in the final analysis, full capacity 
utilisation of installed plant and equipment 
IS a sine qua non for ensunng the pro 
ductivity and health of an industry There 
fore the major benefits of undertaking 
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modernisation and R&Dneed to be given 
due consideration. Relatively minor mod¬ 
ifications and investment significantly in¬ 
crease the output efficiency of existing 
plants and facilities. The simpler and more 
prevalent method of increasing output is 
to install additional plants and machinery, 
without improving efficiency or effecting 
fuller utilisation of existing capacity. In my 
experience, any discussion on capacity in¬ 
crease or regularisation or natural growth 
is looked upon with some suspicion by 
authorities. A clear distinction exists bet¬ 
ween enlarging facilities by new installa¬ 
tion, and the more efficient utilisation of 
existing resources. Unless we can find a 
way to recognise and permit legitimate in¬ 
creases in productive capacity through 
R&D and modernisation, it will backfire, 
discouraging innovation and enterprise in 
industry. The government recognises this 
and is examining the issue industrywise in 
order to regularise these where innovation 
has brought an increase in capacity. 

In order to sustain this process, clear 
norms mu.st be laid down about regularis¬ 
ing edacity arising out of the industry’s 
own R&D. Only then can it become a 
major incentive for investment in research. 
At the same time, industry must be pre¬ 
pared to open the doors of its research and 
manufacturing establishment for scrutiny 
and appreciation by appropriate govern¬ 
ment bodies. 

The government may also consider 
granting fiscal incentives for capital invest¬ 
ment in modernisation and the industrial 
application of R&D discoveries. This, in 
addition to the incentive already available 
for undertaking R&D, would combine to 
definitely have a large multiplier effect. 

iv) Access to new technologies 

There is always a need to continuously 
examine and evaluate new technologies. 
Even with its own R&D, no industry can 
expect to develop all the technology it 
requires. New technology is required for a 
number of reasons, the chief one being to 
stay in business by offering Improved, 
new, alternative and perhaps even 
cheaper, products or services. Economic 
reasons such as energy and other raw 
material costs may force process changes, 
while tighter and more stringent environ¬ 
mental requirements may demand alter¬ 
ed, or in some cases, entirely new proces¬ 
ses. An industry can stay in business with 
new products and face competition, either 
through its own R&D or by purchase and 
collaboration. Thus, R&D is once again of 
vital importance. Scientific knowledge is of 
course freely available through publica¬ 
tions but applied research and develop¬ 
ment is vciy costly and closely guarded. In 
future, a limit to new developments may 
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well be set by the availability of finance for 
R&D, finance which industry must find 
within its own resources. 

Progress In the chemical industry, espe¬ 
cially after World War II, was mainly ba^ 
on petro-chcmicals. However, during the 
last decade, the chemical industry, spe¬ 
cially In the US and Jap)an, and to some 
extent in Western Europe, undertook 
massive changes in technology, forced by 
the pressures for energy conservation. As 
a result of these efforts phenomenal ad¬ 
vantage has been gainea by the chemical 
industry, both in the West and in Japan. It 
is now pertinent to ask what advantages 
we can derive from these developments 
which have taken place during the last 
decade. 

Given the pace of change, the choice of 
adapting and buying new technologies 
has become a very complex issue. The 
inherent danger is that when the rate of 
obsolescence increases, obsolete techno¬ 
logy still appears attractive and is offered 
for sale to recover a part of the cost of 
innovation. The question is, do we have a 
rigorous method for evaluating the cost 
benefit of modern technology purchase? 

In the case of international companies, 
the situation is somewha* easier. Many of 
them (though 1 can only talk about my 
company), have continuous and free ac¬ 
cess to the new technological changes that 
are taking place in sister subsidiaries and in 
the parent company. It is therefore neces¬ 
sary that companies in this country with 
free access to international technology, 
must be carefully guarded and nourished. 

Where access is not freely available, 
there must be a mechanism to evaluate 
technology needs and provide expertise 
to determine the best among the choices 
available. This can be done by an expert 
body drawn from government and in¬ 
dustry specifically set up for this purpose. 
The important thing here, however, is not 
only to have free access to new technol- 
o^, but also the ability to invest in it when 
it is appropriate and the investment Is con¬ 
sistent with national priorities. 

A major criterion for evaluation sfiould 
be the quality and cost of the end product 
and the strict norms for judging this should 
be comparison with international prices, 
thus boosting export potential rather than 
a price that can be obtained in the local 
market. 

SOME RELEVANT EXAMPLES 
FROM HINDUSTAN LEVER 

Applying the above strategic criteria, I 
think it would be useful to cite some 
examples from our own experience. They 
cover the different aspects such as R&D, 


modernisation and access to new tecti- 

and^versiflcatlon an^enabled us too^ 
pete in the international market. The 
period covers 20 years of modernisation 
and technolo^cal innovation. Change in 
the company has far outstripp)ed compar* 
able businesses due to a combination of 
(a) the company’s attitude towards inno¬ 
vation and change; (b) its ability to attract 
and develop a cadre of professional man* 
agers who could catalyse these changes; 
and (c) the ability to seek opportunities for 

e h and diversification within the 
work of local business conditions 
and national priorities. 

Technology change in the company 
spans three broad phases. First, there 
were the early changes that were under¬ 
taken as a gradual move from semi¬ 
manual and time-consuming manufactur¬ 
ing processes to more modem plants and 
machinery in order to improve efficiency 
and reduce costs. The change in soap¬ 
making from frame-cooling technology to 
vacuum spray evaporation and continu- 
, ous stamping and wrapping, or the conti- 
! nuous plant for extraction of glycerine 
from Processed Triglycerides brought im¬ 
mense benefits in terms of output, pro¬ 
ductivity and cost reduction at a fairly 
modest capital investment. There were a 
number of such steps taken during that 
period, spurred by R&D work In Euro¬ 
pean laboratories and manufacturing 
units. 

The next phase was the setting up of an 
R&D centre by the company In 1958, 
primarily for import substitution. Subse¬ 
quently, however, this became a major 
source for modernising existing technol¬ 
ogy, developing new business op¬ 
portunities and improving the export 
capability. 

Third was the conservation of energy 
forced by escalating costs in the seventies. 
Between 1975 and1977 our manufacture 
ing units and R&D centre undertook in¬ 
vestigations and implemented several 
ideas resuItiM in energy savings ranging 
from 7-14% in virtually all semi- 
continuous as well as continuous pro¬ 
cesses. We are now in the second phase of 
this programme where the energy cost 
conservation goal is an additional 
15-20%. 

Pc^ibly the most significant factor in 
sustaining innovation in the company was 
the setting up of the R&D centre as 
mentioned earlier. I will cite a few exam¬ 
ples in the following areas to Illustrate the 
point. 

1. Raw material 

The development of Processed 
Triglycerides from minor seed oils and the 
application of synthetic organic chemistry 
for manufacturing fine chemicals were the 
first and major contributions of Hindustan 
Lever’s R&D effort. In the sixties the soap 
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industry was totally dependent on im 

f orted tallow and indigenous edible oils 
ven the perfumery chemicals used in 
soaps were blended from imported raw 
materials The Indian j^rfumeiy industry 
was in its infancy Given the adverse 
foreign exchange situation and fast deplete 
mg edible oil resources, the whole industry 
was m danger of falling sick Though sub 
sequent developments now appear to be 
logical and tnvial to some because of the 
nature of the end product conditions 
forced development of sophisticated and 
new tcchnolo^ and helped revival of an 
indiistr 

SuLct s was not only aided by our R&D 
laboratory, manned by Indian scientists 
with international expenence, but also by 
the immense and continuous benefits de 
nved from the close contact and cross 
pollination of ideas with scientists in Uni 
lever laboratones in Europe who are rec 
ognised world leaders m oils fats and 
catalyst research The multiplier effect of 
this work has been enormous The major 
development of the minor oils mdusiy 
the soap industry s growth in the country 
and the development of an indigenous 
hydrogenation catalyst and fine chemicals | 
industry can, to a large extent be traced 
back to HLI ^ vcork m i 1 1 

This ij an example )/ liow access to 
international technology and the ability of 
local scientists and managers succeeded m 
modernising an industry which depended 
on imported raw materials, and at the 
same time led to the development of mdi 
genous raw matenals ^ 

2 Transfer of technology 
Major efforts were needed to develop 
systems for translating research dis 
coverles into manufactunng plants and 
processes Furthermore since beneflci 
ation of indigenous raw materials of the 
type desenbed above was solely relevant 
to this country’s needs the upscaling of 
the processes had to be undertaken en 
tirely with indigenous knowhow Plant 
and machinery from the West could not 
be readily imported for upscaling tech 
nolcm In any case in many instances it 
would not have been appropnate fer local 
raw material Over the years, several 
plants and processes have been de 
veloped for scabng up the technology de 
veloped in the laboratory for the chemical 
pre treatment of oils, special hydrogena 
tlon techniques using tailor-made 
catalysts, as well as new ener^>effirient 
plants lor saponiflcaton and ^erol ex 
traction from Processed Triglycendes 

3. Dfveralflcation and change 
ofchuracter 

The successful application of R&D and 


the ability to take risks in new technology 
in one of many areas ated above and 
keeping in tune with national pnorities and 
opi;^rtunities then led to the successful 
diversification strategy of the company 
into the corf sector 

The development first of detergent 
powder in India and subsequently of 
detergent bars is an example of extending 
the availability of safe washing products 
and supplementing oils and fats used in 
making soaps This strategy worked 
because it came from extensive R&D 
efforts based on local marketing condi 
tlons as well as Unilever s international ex 
penence in tins field 

Thi inv/estmcnN in Ossein Dicalcium 
Phosphate Phosphonc Acid bulphunt 
Acid and STPP were based on techno 
logics not traditional to the company Th 
esc projects wlh greatly aided by help 
from our pnncipals m evaluating vanous 
international offers of technology Our ex 
penence to date has convinced us that 
having antennae in the technology donor 
world has often helped us in choosing the 
most cost effective technology offered for 
lie As a lesult of modernising and di 
ersification the i haracter of the company 
has changed md today over 60% of our 
hxed assets \re m the core 
sector Witfi llu commissioning of these 
new plants im reased R&D faculties were 
provided to improve efficiency and exp 
lore avenuts foi further growth and d 
ersification int new areas 

^ Exports 

The devekpment of an export market 
IS another ar< a which has been greatly 
helped by ou sIt* ngths in R&D and their 
effect in impioving our manufactunng effi 
ciencies Oui t xport record speaks for it 
self it has increased from Rs 17 crores in 
1977 to Rs 4 i cifires last year 

To export pci se ts not difficult but in 
order to d 'velop exports profitably and 
with long term commitments we have U) 
satsfvthc ollowinqconditoons 
a) contin jously modernise to compete in 
international markets 
Icvelop access find acceptance and 
maintain continuity in the foreign 
market place 

develop technologies which provide 
special strength m export markets 
d, rontinuouslv seek new avenues for 
expansion 

Being a part of an international 
organisation which has a stake in our 
development strate^ has helped our 
company a great deeu. in not only fulfilling 
but surpassing our export targets At the 
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same time, for all of us working in tht 
company, exporting has become a mean¬ 
ingful commitment in the context of the 
national economy 

The development of a cocoa butter sub¬ 
stitute starting from Sal fat at our Research 
Centre is an example of technological de¬ 
velopment which arose from a specific 
marketing opportunity in the EEC 
countnes and the safety and quality assur¬ 
ance which our pnncipals could give on 
our behalf to the importing nabons. 
Further innovative developments arc tak¬ 
ing place in this product wnich will in¬ 
crease export value and volume several* 
fold There arc several such examples 

5 Future opportunities 

Modernisation m Hindustan Lever » 
continuous many first generation raw 
matenals are likely to be replaced by new 
discovenes or better value addition New 
process equipment and technologies 
which are more energy efficient will have 
to be rapidly acquired or developed 
Many traditional products which have 
petroleum hydrcx:arbons as a major 
source of inputs provide the challenge for 
alternate raw matenals Biochemistrv and 
genetics are providing new investment op¬ 
portunities in improving photosynthetic 
efficiency through agncultural technology. 
These are a few instances where oppor¬ 
tunities match the expertise that is avail¬ 
able or can be made available in a com¬ 
pany like HLL These can be increased 
manifold if the whole industnal horizon in 
this country is considered 

CONCLUSIONS 

I have attempted to highlight a particu¬ 
lar facet of Indian industry to which w« 
need to address ourselves rather urgently 
If we are to improve industnal production 
m the country as well as create exportable 
surpluses it is necessary to improve 
capacity utilisation and productivity 
through modernisation and R&D 
Whereas the country has a firm industrial 
base and a wealth of scientific and techni¬ 
cal manpower development < annot prog¬ 
ress unless we have continuous access to 
the changes that are taking place in the rest 
of the world In order to reduce over 
dependence and develop a mature rela¬ 
tionship with the technology donors a de¬ 
gree of self reliance is essential This can 
be achieved only if we instil a spirit of 
innovation and risk taking into our indust¬ 
nal infrastructure 

Innovations in technologies involve 
nsks Those undertaking them should be 
adequately rewarded It technology is to 
be regarded as universal property mdi- 
vidual enterpn'^e'* are unlikely to be in¬ 
terested in inrumng costs of innovation 

If we therefore accept the proposition 
tliat benefits are to be gained from tht 
introduction of technology change either 

(conimuid) 
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locally or through collaboration and that 
in the long term this can be sustained and 
improved through R&D especially in the 
larger industries, it is necessary then to set 
up a machinery to formalise this actvity 
This could be undertaken by a task force 
consistng of representatives from DGl D 
the Department of Science & Technology 
and indushy, to make specific and tme 
bound recommendatons for different 
categones of industnes both in the public 
as well as in the pnvate sectors 

The areas to be examined arc modemi 
satton needs choice of technology en 
ergy conservaton R&D requirements 
employment generaton and creaton of 
exportable surpluses In considenng th 
esc, there has to be a judicious balance 
between the need to create employment 
and to provide opportunities for improv 
ing the skills of labour technicians en 
ginecrs and management Such an in 


crease in skills will inevitably lead to higher 
productivity for the plant and roncomit 
antlv lowei costs In addition to increasing 
availability in the local market unless an 
outlet can be found in export markets for 
the increased production inevitably the 
demand for labour will decline Thus a 
balance must be maintained betNcccn the 
demand for employment and efficu ncy of 
the plant 

Given the existing constraints in fortiqn 
exchange resources the slow growth of 
the infrastructure and the escalatir q c osl of 
energy some national plan for moclf'rnis 
ing existing industnt s assessing souk es of 
free technology transfer and purchase of 
new technology is imperative I am ojili 
mistic that we shall succeed Wc h ue de 
monstrated our ability to shake off the in 
ertia of centunes and achieved impressive 
results m aqnculture, in enduating 
scourges like smallpox and madi dramatic 


progress In many other fields In each case 
we have had a powerful ally in science 

We have shown that wc have what It 
takes to transform the quality of our lives. 
We need now the will and the determi¬ 
nation to use modem science and tech¬ 
nology to make it happen in industry It is 
an ideal opportunity for the private sector, 
the public sector and the government to 
put their heads together and amve at a 
framc»work for a national technological im¬ 
provement strateejy 

fNO Tl Thii doL i not purport to be a report of 
d)e proa edm/^i of the Annual General Meetings 
If any Khan holder uisht j to hat e a copy of tht^ 
Kpeech in booklet form please umte to • 
C ommunu aiiom Dtpartnu nt Htndmtan Ijever 
Ltd PO box h 09, Bomlm 400 001 J ^ 
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'STATE OF THE 
ECONOMY 


Petroleum Products 
Prices Revised 

Tiir PRicrs of a number of 
petioleum products including 
motoi spiiit, high speed dicscI, 
keioscnc, furnace oil and 
cooking gas have been revised 
✓ iipwai ds The new pi ites whuh 
^ \/ill take ctte*ct fioin Inly J I, 
were announced altci a three- 
hour long Union Cabinet 
meeting which discussed a 
number ot pioposals to check 
Using puces and mobilise ad 
ditional icsouues toi the Go 
vei nmcnl 

Aecoidine to the icviscd 
pnee list, tht* puce ot high 
speed diesel (USD) h.is been 
laise'd by ^2 paise pci litre, 
and tint ol inotoi spirit (pet¬ 
rol) bv 51 paise per htie The 
pi ICC increase ot kcu^sene has 
been limited to 15 parse per 
litre but the pi ice of a 15 kg 
LPCj (cooking gas) has been 
Hi raised by Rs 5 The price of 
turnacc oil will go up by Rs 
235 per kilo litre A press le 
lease issued by the Govern¬ 
ment said the puces ol some 
other peti oleum pioduclshave 
also been increased and noti- 
licd scpaiatelv Actual iii- 
cleases will be higher loi diffe¬ 
rent places on account ol sales 
tax etc, the pi ess release said 

Guidelines for 
Mini-Cement Plents 

The Goveinmeiit has drawn 
up the following guidelines for 
establishment of mini-cement 
plants with a view to ensuring 
that mmi-cement plants are set 
up primarily to exploit lime¬ 
stone reserves in scattered 
pockets and also at places 
where it is diflicult for large 
I \ccment plants to be set up on 
a viable basis 

Mmi-ccment plants will be 
allowed to be set up in the 
States of Himachal Pradesh 
and Jammu 8c Kashmir, and 



in the North-Lastern Rceon 
In a State or Union Tcrnioiy 
where not less than six cement 
plants (each having a capacilv 
of 500 CX)0 tonnes pci annum) 
already exist or where Iciius 
ol intent have been issued lor 
the establishment of c mu nt 
plants (not less than six in 
number each having a cap icitx 
ol 500 ()(X) tonnes per annum) 
no mini cement plants will be 
allowed to be sot up 

Procedure Outlined 

Applications fo*- mini tcmi nt 
plants will be cnicil iinid 
even tiom a State oi Um<ui 
Teintoiv as dcscribul al i»\l 
piovidcd the concerrud St iIl 
G overnment / Admmisii Hit ii 
certify that (a) tlu a\ li¬ 
able limestone deposits ire 
so scattered that It will not ht 
possible to sustain a st ind lui 
ct ment plant and lln-ieloie, 
mmi-cemcnl plants hm to 
be allowed to use the a\ iil ible 
limestone deposits teonomi 
cally (b) In •‘pite ol ilic 
existence of standaid uiiunt 
plants theie are still mie 
pockets in the State, ( num 
Tcriiloiv whose, mtds In c to 
be m t bv niini-ecment p’mls 
(c) The local neigh bom lu'od 
demand will ha\c to be met bv 
niini-ccmcnt plants bceai c tlu 
draft on large cement plmts 
will continue for a mi nniuni 
pciiod ot at least loc vtais 
It has been the poJicv <)! tlic 
Goscrnmcnl to eneom ii'e 
establishment of mini lenient 
plants tc* t'xploir limestone u - 
selves m rcinoU and iniects- 
siblc auas and in aecoid i »cc 
with this policy a luimbLi of 
letteis of intent industn il 
licences and registi ition with 
the Dircc orate Gcnei d ot 
Technical Development h ivc 
already been issued However, 
in some of the Stales where 
there have been large limestone 
deposits and where a large 
number of cement plants are 


in existence and are being ap¬ 
proved foL installation a 
numbci ol appluations for 
establishment of mmi-cemcnt 
plants arc still being leceivcd 

With a view to ensuring that 
mini cement plants arc set up 
primarily to exploit lin cstonc 
reserves m scaftcred pockets 
and also at plates where it is 
difficult for Icjige cement plants 
to be set up on a viable basis 
Government have b’en con¬ 
sidering diawme up ol certain 
guidelines which would guide 
further establishment of capa¬ 
city through esi iblishmeiit ot 
mini-ccmcnt plants in (he coun¬ 
try 

Rajasthan Financial 
Corporation 

Raiasthan I inaiici \1 C oipo 
lation which has completed 26 
years ol its sei vice sinclnmed 
Rs 37 30 troics to 937 unils 
during 1980 SI During the 
previous year the corporation 
sanctioned Joan of Rs 31 54 
ciojcs to 2,510 units The 
situation in lespiel oi leeovi.- 
ncs was also eonsideud salis- 
tdetoiy mspite of the difUeult 
powci siluation which seiiouslv 
affteted production in the in 
dustiiaI sector Totil leeoveiies 
were Rs S S3 ciores as against 
Rs 5 86 crorcs dunn« 1979 80 
^bowing an increase of nu>re 
than 50 pCi cent during tlu 
yea I 

Mr R D 1 11 ipir ( li niman 
Rajasthan Financial Coip>ra 
tion pointed out it tlu annual 
gcneial meeting hi Id iieenllv 
tlidl the openiting sinpliis of 
the corporation at Rs D(i 29 
lakhs showed an increase ol 
51 80 pci ecntovii the previous 
ycai s figures of Ri 211 t)() 
lakhs rile net piolit at 
Rs 227 30 lakhs reflected an 
increase of 55 40 pci ecnl o\ei 
the previous seat's figuie ol Rs 
146 26 lakhs Fax ition absor 
bed Rs 84 60 (picvious seai 
Rs 47 69 likhs) giMiie i net 
piofit after tax of Rs 142 70 
lakhs 

Despite the incie«ising mag 
nitude oi opciations, the cor- 
poiation has kept the expendi¬ 
ture under light control The 
expenditure as a percentacc of 
disbursements, rep lyniciU, net 
profit and gross income has 


shown d downward trend as 
shown below 

1980 81 1979-80 

Disbursement 2 H 2 40 
Rep lyniciits 6 30 7.34 

Net Profit 23 98 29 45 

Gloss Income 8 55 10 21 

During 1980 HI, the coipo- 
ration revived 61 closed units 
involving a Cttpital investment 
of Rs 0 93 ero»es leaving a 
bdiiic* of 148 closed units 
(Rs I 7Serorcs) as at the end 
of the ye.II J9M) 81 ' 

The inijor achiesement of ■ 
the corpoiatjoii has been the ^ 
utilisation of the investment ; 
subsidv pioMcUd by the i 
Government <>f India and 
Government of Rajasthan As 
against saiulions ot subsidy to : 
5 ^4 units amountinc to Rs 
^4 U lakhs in 1979 hO, a sum 
oIRs476 74 lakhs was sane- ! 
tiv»ncdto 1102 units in 1980-81 
1 Ins shows an incicase of 
tS3 73 pci cv nt in the number of 
units and 4' 91 per cent in the 
inioLint sinetioncd During ' 
19S()8I subsidv amounting to 
Rs 4 53 croKs was disbursed 
Xo 1097 units against Rs I 36 
crores to 3U units m 1979 80, 
showing in mctcase ot 233 09 
per ceni m the amount disburs- 
id and 231 42 per cent in the 
mmibci ol units eovucd 

Indo-Soviet 
Shipping Accord 

WeleomiiU' I Ik inimbeis of 
the ( oiisiiIliiivL ( ommitlee of 
ilu Ministiv to th seventh 
m ell lie ol i’k ci>mmillec held 
It V IS ikliap itn 111 ! lee*, iitiv the 
Ministsi foi Shipping and 
Tmi'^poit Mr \eeieridra Paid 
Slid til il the idea to hold the 
muling in this port eil> was 
toctubk the membei > to see 
loi lliLinselves the woik being 
dime at the shipvaids and the 
nn)oi poll louited hcic 

Rduiinc to his visit to the 
SovKt Union liom May 19 to 
19M to pirlieipue in the 
LClebi It ions mat king the 25th 
annivcisaiy of the signing of 
the Indo-Sovicl Shipping Agree-! 
men! the Minister said that he 
w as happy to inform the mem- 
bers that the Soviet authorities 
agiecd to speed up the loading 
and unloading operations 
ourcaigoand also agieed tOt; 
the increased use of the Soviet 
ld\ Eastern ports Now three 
berths have been allotted for 
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Indian vessels in Black Sea 
ports to reduce waiting period 
of Indian ships. 

Mr Veerendra Patil said that 
during the celebrations, a com¬ 
mercial level agreement bet¬ 
ween Indo-SoMct shipping 
partners was also signed. The 
salient feaiuies of this agree¬ 
ment were : (a) The sailings 
from India to IJSSR in IMS* 
would inciease fiom 84 lo 96. 

(b) Establishment id' a contai¬ 
ner pool in which each side will 
contribute .'’500 containers. 

(c) Shipment ol urea in bulk. 

The Minister said that as a 

result ol oHieial level talks bet¬ 
ween India and ^'ugoslavla in 
New Delhi on May 14-15, 
1981, an agreement was 
reached for concluding a bila¬ 
teral shipping agreement; 
thereby genetal cargo moving 
between the two countries will 
be transported on the principle 
of parity in cargo liftings and 
freight earnings. 

MrVeciendia Palil said that 
the fitst ‘Panamax' vessel of 
75,000 DWT, which was under 
construchon at ( ochiii Ship¬ 
yard and which is the largest 
so far built in India is mnv 
ready for djlivciy to the Shipp¬ 
ing Corporation oi' India. Two 
more ships of the same type 
are at different stages of cons¬ 
truction in the shipyard. 

The Ministei futther stated 
that a scheme for development 
and modernisation of Hindus¬ 
tan Shipyaid to augment its 
shipbuilding capacity fiom the 
existing three‘Piotieer vessels 
of2l,500 DWT each pci vear 
to 6.5 to 7‘Ihonecr ships (oi 
equivalent tonnage) pci >ear 
has been sanctioned at an csii 
mated cost of Rs 55 crores. 


Central Grant for 
Drinking Water 


The Government of India 
has released the fust instalment 
of the (’ential giant in aid for 
K^the current ^ear allocated lo 
'various St.iles nndei the cen- 
- trally sponsored Accelerated 
Rural Water Supply Pro¬ 
gramme. A sum of lupces one 
crorc each has been sanctioned 
as the first instalment for 
Maharashtra. Haiyana, Rajas¬ 
than, rainil Nadu and Andhra 
& Pradesh and Rs 62 lakhs for 




Karnataka. The Accelerated 
Rural Water Supply Pro¬ 
gramme, launched in 1972-73, 
is designed to accelerate the 
eff4>rts of the State Govern¬ 
ments m meeting the needs of 
the problem villages. In the 
Sixth Five-Year Plan there is 
an outlay of Rs 600 crores for 
this programme as against 
Rs 100 Cl ores in the Fifth Plan. 

New Port Projects 

Minister for shipping, Mr 
Veerendra Patil said recently 
that the following poit projects 
have been sanctioned during 
May & June 1981 ; 

(i) Procurement of one Rail- 
mounted-Stackcr-cum - Reclai¬ 
mer by Paradip Port at an 
estimated cost of Rs 2.50 
crores. 

(ii) Construction of two 
warehouses al Vi.sakhapatnam 
Port al a cos tof Rs 2.12 crores. 

(iii) C'onstruction of the 
Thud General Cargo Berth at 
Paradip Port a I an estimated 
cost of Rs 7.12 crores. 

(iv) Constiuction of a Gene¬ 
ral Ciirgo Berth at New 
Mangalore Port al an estimat¬ 
ed cost of Rs 7.28 criircs. 

The Minister informed the 
members that the Government 
has approved the payment of 
ex-gratia in heu of bonus at 
the rate of Si per cent of 
salaiy/wagcs earned by the 
eligible port and dock workers 
durum the accounting year 
J980-KI. 

Referring to the congestion 
at Bombay Port Mr Veerendra 
Pali! said that the position is 
being constantly reviewed. It 
has been decided that vessels 
carrying goods not meant for 
Bombay region and its neigh¬ 
bourhood should not be nomi¬ 
nated to Bombay Port for 
some time. The position is 
expected lo improve very 
shortly. 

The Minister said that loads 
and bridges works of a total 
cost of nearly rupees five crores 
have been sanctioned since the 
committee met last on May 7, 
1981 for the development 
of national highways. Among 
the project.s sanctioned mention 
may be made of a major bridge 
over Krishna River near 


Vijayawada in Andhra Pradesh 
costing Rs 3.70 crores. 

Indo-South Korean 
Cooperation 

Ways and means to increase 
and diversify trade and econo¬ 
mic cooperation between India 
and Republic of Korea were 


discussed at Seoul, when a high 
level Indian delegation led by 
Mr Pranab Mukherjee, Union 
Minister of Commerce, Steel • 
and Mines, visited South 
Korea. During its visit, the 
third meeting of Indo-South 
Koica Joint Trade Committee 
was held at Seoul. The delega¬ 
tion which included, Commerce 
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YOUR INCOME TAX PAYMENTS 


The Income-tax Officer gives you credit for your tax payment on 
the basis of the counter-foil of the challan received from the 
authorised bank where you make the payment. 

Surely, you would like your tax payments to be credited to your 
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to you for your tax payment. 
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Secretary, Mr P.K. Kaul, also 
visited Hong Kong on its way 
buck. 

pr Mr Mukhcrjec, who arrived 
at Seoul on July 12, 1981, had 
intensive discussion with Mr 
Suh Suk Joon. Korean Minister 
of Commerce and Industry, 
MrSyung Kyu, Deputy Prime 
Minister and Minister of Eco¬ 
nomic Planning Board, Mr 
Loh Shin-Yong. Foreign Mini¬ 
ster and also the Minister of 
Reunification of South Korea 
on wide ranging economic and 
other bilateral and multi-late¬ 
ral issues. He called on the 
President of Republic of 
Korea, Mr Chuh Duo Hwan, 
'I'during his stay in South Korea. 
He also met the representatives 
of the Korean Chambers of 
Commerce and Industry and 
visited Pohang Steel Corpora¬ 
tion and Mvundai Heavy 
Industrial Corporation. 

Trade between India and th: 
Republic of Korea is governed 
by an agreement on Trade 
Promotion and Economic and 
Technical Cooperation signed 
between the two Governments 
in 1974. This agreement iden¬ 
tified 59 commodities on either 
side tor promotion of bilateral 
trade and it does not exclude 
items not enumerated therein. 
The trade agreement also 
provides that an India and 
Republic of Korea Joint Trade 
Committee will hold periodi¬ 
cal consultation for trade 
review. 

Trade Growth 

The bilateral trade between 
the two counlrics has register¬ 
ed a remarkable growth. It 
grew by 92.3 per cent from 

1977- 78 to 1978-79 and by 178.8 
per cent from 1978-79 to 
1979-80. India's exports to 
South Korea increased from 
Rs 20.46 crorcs in 1977-78 to 
Rs 33.39 crores in 1978-79, 
and Rs 54.50 crorcs in 1979*80. 
Indian imports from Republic 
of Korea also increased from 
Rs. 28.45 crorcs in 1977-78 to 
Rs 39.78 crores in 1978-79 and 
to Rs 88.58 crores in 1979-80. 

^ India imported substantial- 
quantities of cement from 
Republic of Korea in 1977-78, 

1978- 79 and 1979-80. In 1979- 
80 our imports of cement ac¬ 
counted for about 40 per cent 


of total Indian imports from 
Republic of Korea. While prior 
to 1979-80 steel imports by 
SAIL were not significant, in 

1979-80 and 1980-81 substanti¬ 
al quantities of steel structurals, 
sldbs/blomns, billets MS/HT 
plates etc. were impoitcd. 
Imports of iron and steel items 
account for about 50 per cent 
of imports in 1979-80. 

India has earlier imported 
33,000 metric tonnes of urea 
from South Korea in 1976. 
The MMTC also imported 
63,0C0 metric tonnes of DAP 
fertilisers in 1977-78 and 
30,000 metric tonnes of the 
DAP during 1980. 

Items of export to Republic 
of Korea have been changing 
over the years. India has ex¬ 
ported pepper, chillies, metal 
scrap, leather and leather 
manufactures, animal and 
vegetable oils, engineering 
items etc. The main items 
of export are iron ore and 
manganese ore. Exports of 
iron ore accounted for 50 per 
cent of Indian exports to the 
Republic of Korea m 1979-KO. 

India's trade with South 
Korea is, therefore, confined 
to items like cement and steel 
as irapoits and iron ore and 
manganese ore as exports. 
The forthcoming review meet¬ 
ing is likely to discuss the 
possibilities of diversifying the 
trade basket on both sides 

Price Preference for 
Small-Scale Items 

The Union Industry Minis¬ 
ter, Dr Charanjit Chiin.ina, 
has said that the Govern¬ 
ment is considering providing 
price preference upto 15 per 
cent for small-scale industry 
Items. Dr Chanana was in¬ 
augurating the 35th meeting of 
the Smdl Scale Industiics 
Board -eccntly. Dr Chanana 
said that the Government vvas 
av^are of the marketing 
problcm.s faced by small units, 
and have accordingly taken 
various measures to solve them 
from time to time. The list 
of Items reserved for exclusive 
purchase from the small scale 
sector has been increased from 
241 in 1979 to 379 in the cur¬ 
rent year. Further, beginning 
has been made to reserve items 
for purchase upto 75 per cent 


and SO per cent of the total 
purchases made by the DGS&D 
from the small-scale sector. 

The Minister said that the 
Industrial Policy Statement 
made in July last year h is re¬ 
affirmed the Government’s de¬ 
termination to continue and 
strengthen the various prog¬ 
rammes relating to the small- 
scale sector. It has also indi¬ 
cated the Government’s endea¬ 
vour to reverse the creation of 
artificial divisions between 
the large and small sectors 
and to promote the concept 
of economic federalism for 
achieving socio-economic ob¬ 
jectives like dispersal of in¬ 
dustry, intcr-regional balance 
of development as well as inter¬ 
layer dispers.d of opportuni¬ 
ties to bring about social cohe¬ 
sion. Accordingly the invest¬ 
ment limits of the small-scale, 
small ancillaries and tiny units 
have been raised to help ge¬ 
nuine small-scale units in their 
modernisation. 

Extension of Insurance 

To remove regional imba¬ 
lances and provide facilities for 
insurance cover to the weaker 
sections of the society, the in¬ 
surance industiy has a prog¬ 
ramme to reach out to such 
areas not covered so far. The 
Life Insurance Corporation of 
India (LIC) proposes to open, 
during 1981-82, 63 new branch¬ 
es of which 13 will be in dis¬ 
tricts which had no LIC office 
so far. These districts are 
Mahendragarh (Haryana); 
Sirmaurand Kulu (Himachal 
Pradesh); Udhampur (Jammu 
& Kashmir); Dhar, Jhabua. 
Sehore, Balaghat and Chhatar- 
pur (Madhya Pradesh); Dun- 
gar pur, Bundi and Jaisalmer 
(Rajasthan) and South Tripuia 
(Tripura). The General In¬ 
surance Corporation of India 
also proposes to open, during 
1981, 50 branches in districts 
which remained uncovered. 

Self-Employment 

Programmes 

The National Committee on 
Employment suggested that 
suitable facilities tor skill for¬ 
mation, arrangement for pro¬ 
vision of adequate finance, 
guidance and other services, 
should be developed to make 
8elf-€mployment promotion 


programmes successful. The 
meeting which held recently 
under thc<’hairmanship of Mrs 
Ramdulari Sinha, Minister of 
Slate for Labour also recom¬ 
mended restructuring of the 
Industrial Training Institutes 
to meet the needs of the self- ’ 
employed and those residing in 
the rural areas. 

The Committee also empha- ' 
sised the need for early implt- 
mentation of the recommenda- , 
lions of the Mathew Commit¬ 
tee by the States so that the ! 
services of employment ex^ ^ 
changes could be further im- ^ 
proved. The Committee sug<» , 
gesicd to the Slates, adoption ^ 
of a multi-pronged approach j 
in the field of wage-paid em¬ 
ployment, sel f-empl oyment, 

shekel ed employment for the ' 
speedy rehabilitation of the 
physically handicapped parti¬ 
cularly the blind. 

Most of the members felt 
that the results flowing from 
the implementation of a num¬ 
ber of Plan schemes for em¬ 
ployment should reach the 
weakei sections of the society. 

It was, therefore, felt that a 
suitable mechanism should be 
dcMsed to ensure that employ¬ 
ment benefits actually reach 
the persons for whom they 
were really meant. 

‘Sods of the Soil’ 

The Committee discussed the 
‘sons of the soil’ issue in great 
deUil. The members felt that 
there could be no residential 
restrictions in mailers of regis- * 
nation at the employment ex¬ 
changes as they would not hs 
keeping with the existing pro¬ 
vision of present laws. Any 
residential restrictions, if ne«i 
be, could only be laid down 
through a Cential enactment 
As regards recruitment, a ba-*' 
lanced approach had to be 
adopted, keeping in view both 
the local and the national in¬ 
terests. 

The Committee noted that 
aspirants for jobs overseas were 
being exploited by the recruit¬ 
ing agents and by foreign em¬ 
ployers and strongly recom¬ 
mended that a committee^ 
should be constituted bai 
Government to go round thV 
labour importing countries and 
and look into the grievances of 
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the workers in those 

countries and also study the 
manpower requirements of 
these countries. The committee 
' also felt that an Overseas Man¬ 
power Corporation should be 
set up to streamline recruit¬ 
ment of Indian workers for 
jobs abroad and arrange train¬ 
ing programmes for Indian 
workers going abroad for em¬ 
ployment. 

Railways Earning 

Mr Kedar Pandey, the Rail¬ 
way Minister told the Parlia¬ 
mentary Consultative Commit¬ 
tee of the Railways that the 
railways had earned a profit of 
Rs 30 crore during the last 
’ quarter ending June. With this 
die railways, which were ope¬ 
rating at a loss, have come out 
of the ‘red’, he added. Mr 
Pandey said that the last 
financial year had do ed with 
a loss of Rs 140 crores. 

With the tightening up of 
the functioning of the railways 
avoiding the strikes and laying 
emphasis on the importance of 
freight trains, Mr Pandey 
ho|^ the loss incurred over 
the year would be soon wiped 
out. 

Emphasis, he said, was also 
being laid on the need for 
longer passenger trains to 
remove congrestion in trains 
and on tracks. 

The Government proposes to 
set up one more factory for 
manufacruring passenger 

coaches. 

A provision for this has 
been made in the Sixth Plan, 
Mr Kedar Pandey, Minister for 
Railways, told the Parliamen¬ 
tary Consultative Committee 
of the Railways which met here 
recently. Mr Pandey later 
told reporters that the faciory 
wou^d be located at a place 
where required raw materials 
could be made available easily. 

He said at present the only 
such factory in the country 
was at Perambur in Madras 
which produced 1,5()0 coaches, 
which was half the annual 
requirement. 

He said of the 25,000 coa¬ 
ches in the country, 7,500 were 
over-aged and wou^d be 
scrapped. 

Three more central torch 
^ repair workshops were also 
proposed to be opened at 


Tirupati, Bhubaneshwar and 
Bhopal. 

Work on a railway link, bet*- 
wcen Nangal and Talwata in 
Himachal Pradesh would 
commence before the end of 
the current year. 

Unit Trust 

The Unit Trust of India 
has stepped up its dividend on 
units (1964 scheme) to a re¬ 
cord of 11.5 per cent for the 
year ended June 30, 1981 from 
10 per cent paid for the previous 
year. The dividend on units 
linked insurance plan (1971) has 
also been raised to 8.75 per 
cent from 8.50 per cent. 

Announcing the record in¬ 
crease in the dividend, the 
trust's Chairman, Mr G.S. 
Patel, told newsmen recently 
that the trust would step up 
further its distribution in the 
coming year if condition per¬ 
mitted. The trust paid a 
dividend of nine per cent for 
1978-79. 

Mr Patel said that with the 
stepping up of the dividend, 
the trust would fare better in 
the prevailing conditions in 
the savings market. At the 
special oiler price ofRs 11.50 
for July, the yield on units 
on the basis of the current 
dividc?>d would work out at 
10 per cent. 

Names in the News 

DrJ.J. Irani and MrK.C. 
Mehra have been appointed 
Deputy Managing Directors 



J. J. Irani 

of The Trtii Iron and Steel 
Co Ltd from July I, 1981. 

After obtaining a doctorate 
from the University of Sheffield 
(UK), Dr Irani worked with 
the British Iron & Steel Re¬ 


search Association (Sheffietd) 
for about five ycafs before 
joining TISCO in 1968. As 
Deputy Managing Director, he 
will be based at Jamshedpur. 
Recipient of the National 
Metallurgist Award in 1974, 
Dr Irani is on the boards of 
Guest Keen Williams Ltd and 
Bisra Stone & Lime Co Ltd. 

Mr Mehra, who takes charge 
at Calcutta, joined Tata Steel 
in 1962. After working in 
various positions at Calcutta 
and Jamshedpur, he was trans- 



K. C Mehra 

ferred to Tata Services, Delhi, 
where he became Resident 
Director in 1977. In December 
1978, ho was appointed Resi¬ 
dent Director, Tata Industries 
Ltd. 

Mr D.P. Kharia, the present 
Deputy Managing Director, 
after a very distinguished 
service of 34 years, is proceed¬ 
ing on leave from July I, 1981, 
prior to his retirement. 

The Government of India 
has appointed Mr Ashok 
Goenka as Chairman of the 
General Insurance Corporation 
of India. Mr Goenka, 50, is 
one of the youngest officers 
of the Insurance industry to be 
selected for the post of Chair¬ 
man. Mr Goenka has been 
working in various capacities 
in the insurance industry and 
was Chairman-cum-Managing 
Director of United India Insu¬ 
rance Co Ltd before he took 
over as Managing Director of 
the General Insurance Corpo¬ 
ration. 

Mr P.N.Dcvarajan has taken 
over as Chairman and Manag¬ 
ing Director of the state-owned 
Indian Drugs and Pharmaceu¬ 
ticals Ltd (IDPL). lie succeeds 


Dr L.K. Behl. Mr Devarajan 
is presently Chairman and 
Managing Dirtctor of public 
sector Hindustan Organic^ 
Chemicals Ltd (HOC) fet 



P. N. Devarajan 

RasayuMi in Maharashtra. Mr 
Devarajan joined HOC in July 
1977 as General Manager and 
later became its Managing 
Director in October 1977. He 
was appointed Chairman and 
Managing Director of HOC in 
1978. 

Mr S. Jayaraman has taken 
over as Executive Director 
(Finance) in the Slate Trading 
Corporation. 

Mr V.C. Tandon, (BHEL) 
has been re-elected as the 

C 



V.C. Tandon 

Chairman of the Public Rela¬ 
tions Society of.India (Delhi 
Chapter) for 1981. 

The other office bearers elec¬ 
ted are : Mr V.S. Chopra 
(Vice President), Miss Anita 
Takru (Hony. Secretary), Mr 

M. R.S. Mani (Treasurer) and 
MrR.P. Agarwala, Mrs F.C 
Batra, Mr S.P. Ghosh and Rlr 

N. D.K.A. Reddy as Executive 
Members. 



Central 


Condensed Balance Sheet 
as at 31st December, 1980 


LIABILITIES 


ASSETS 



Rs 

P 


Rs. 

P. 


17,33,94,069 75 


1. Capital 4,75,14,600 00 

2. Reserve 
Fund & 

Other 

Reserves 17,33,94,069 75 

3. Deposits & 

Other 

Accounts 27,87,17,35,060 84 

4. Borrowings 
from Other 
Banks, 

Agents, 

etc. 1,08,13,98 283 00 

5. Bills 

Payable 25,88,62,658 55 

6. Bills for 
Collection 
being Bills 
Receivable 
as per 

contra 1,37,45 98 3/50 

7. Other 

Liabilities 16,57,51,237 07 

8. Acceptances, 

Endorsements 
8- oth^r 
obligations 
as per 

contra 1,50,45,93,377 GO 

9. Balance to be 
transferred 

to the Central 

Government 20,45,988 57 


1,08,13,98 283 00 
25,88,62,658 55 


1,37,45 98 
16,57,51,237 07 


1,50,45,93,377 GO 


rnment 20,45,988 57 

TOTAL 32,47,98,93,621 03 


1 Cash 

2 Balances with 
other Banks 

3 Money at Call 
& Short 
Notice 

4 Investments 

5 Advances 

6 Bills 
Receivable 
being Bills 
for Collection 
as per contra 

7 Constituents' 
Liabilities for 
Acceptances, 
Endorsements 
& Other 
Obligations 
per contra 

8 Lands 8 
Buildings 

9 Furniture 8 
Fixtures 

10 Other Assets 

11 Non Banking 
Assets 
acquired in 
satisfaction 
of claims 

TOTAL 


3,09,84,48,310 02 
33 01 46,573.59 


5 21.25 000 00 
88 45 66,187 28 
,95 61,58,361 72 


,37,45,98,346 55 


1,50 45 93 377 60 

3,79 62,993 43 

10 27,05,351 09 
1,13 85.43,09512 


46,025 53 I 
.47,98 93,621 93 1^ 


Internub 81 


tm 17, 





fiwalior Rayon Expansion 

OWAIIQR RA\ON is going 
ahead with expansion ol the 
caustic soda capacity from 
33,000 tonnes to 54,7SO tonnes 
per annum and expects to 
establish the expanded capa¬ 
city by the third quaitci of 
1982 Meanwhile, all existing 
cells h'lve been changed to 
the use of indigenously m ide 
titanium mctallu anodes from 
graphite anodes 

The management is puisumg 
Its application foi giant of 
an industiial licence foi manu¬ 
facture ol b00,( 00 tonnes 
pel annum of cement at Jawad, 
a back waul atea in MP 
The company is also txploiing 
the possibility of sett me up 
a dissolving pulp piojcct as 
£ joint venture in the back¬ 
ward distiict ol Bilaspui, also 
in MP. 

The two joint ventuics in 
India, in which the compiny 
IS paiticiptUing, aic making 
satislactory progress The con¬ 
struction and election woik at 
the caustic and chemicals’ 
piojett in Bihai is expected to 
be completed bcfoic the end 
of 1982 The piospcctiis foi 
the issic of capital will be 
issued sfu'itlv The company 
has joiried as a co-promoter 
with the Tamil Nadu Industiial 
Development Coipoiatmn toi 
settini; up an aluminium 
fluoruie mamilactuiing plant 
in Rainnad The project is 
intended to be implemented 
cxpeditiouslx 

Commenting on the woiking 
results ol the company for 
the year ended March 31, 
1981, the nneclois stated that 
the compmy’s vaiious divi- 


viscosc fibie, its mam product, 
on account of the unrealistic^ 
and 1 national impoit and ex¬ 
cise duties 

Thv- staple libie production 
was seriously afiected during 
the first seven months due to 
heavy imports on account of 
preferential impoit duty on 
the one hand and the cxhoi- 
bilant excise duty on indige¬ 
nous fibre on the other Pro¬ 
duction duiing April to 
October last was only 39 616 
tonnes, icpicscntmg only 70 
per cent ol the lull achievable 
capacity ot 97 500 tonnes 
About 43,000 tonnes of vis¬ 
cose fibre valued at Rs 59 
croics was imported during 
the ycdi 

T he company’s total licensed 
capacity of pulp is I08,( 60 
tonnes which with the 25 pci 
cent peimissible incieasc will 
amount to 135 0(0 tonnes 
pci annum As against this, 
the actual pioduction during 
the year was 97,'797 tonnes 

Unfair Competition 

Gtdsilenc fibie is experienc¬ 
ing untaii competition from 
impoits, which arc being freely 
allowed under OGL The 
modernisation of the weaving 
division IS in progiess The 
engineeiing division secured 
oideis foi supply of two com¬ 
pete sulphiiiic acid plants on 
a turn-key basis The Assam 
industiial Development Coi- 
poration has given an assign¬ 
ment to the division for the 
picpaiatmn of a detailed feasi¬ 
bility repoit foi the establish¬ 
ment of an integrated piojcct 
for manufacture ol pulp and 
rayon. The company’s exports 
amount to Rs 1 10 cioies 


Directors have proposed to 
maintain the equity dividend 
of 20 per cent for the year 

The turnover has iisen by 
19 43 per cent from Rs 247 
crores to Rs 295 crores and 
the gross proht by 14 15 per 
cent from Rs 21 42 crores to 
Rs 24 45 crores The ratio of 
gross piofit to turnover has 
gone down marginally fiom 

6 67 per cent m 1979-80 to 
8 29 per cent m 1980-81 

The net profit has gone up 
fiom Rs 5 72 crores to Rs 7 17 
crores alter providing Rs 7 92 
crores foi depicciations (Rs 

7 42 crores) Rs 1 98 cioics 
for investment allowance 
(Rs I 45 cioics) and Rs 7 38 
crores loi taxation (Rs 6 85 
crores) 

New Issued by 
Garware Plastics 

Gaiwdic Plastics and Polyes- 
tci Limited will enter the 
capital maikc< on August 3, 
1981, with a public issue ol 
33,13,980 equity shares 
of Rs 10 each at a picmuim 
of Rs 3 per shaic The 
aggregate value of the issue 
IS Rs 4 M doles The entiic 
issue has been lully under¬ 
written by the institutions as 
well as bi okci s T he proceeds 
fiom this issue will go towards 
financing a part of the total 
capital cost of Rs 11 40 ciores 
foi the expansion in polycstei 
film capacity fiom 600 tonnes 
to 1,500 tonnes per annum 
The project also envisages 
the mauuidctuie ol polycstei 
chips—the raw mateiial for 
the manuliiLturc ot film The 
expansion ol film capacity is 
being earned out at Chikal- 
thana in Aurangabad district 
whereas the manufactuic of 
polycstei chips will be at 
Walunj also in Auiangabad 
district a notified backward 
area in the State of Maha¬ 
rashtra TJic issue IS managed 
by the Merchant Banking 
Division of ICICI 
Garwaie Plastics and Polyes¬ 
ter Ltd IS a leader in the 
plastics industry m India and 
has now pioneered the techno¬ 


hundred different applications 
m various industries It is 
used as a base in X-iay, 
audio, video and computer 
taj>es and cassettes, off-set 
printing film, as an insulating 
material in electric motors and 
cable wrapping, as drafting 
and tracing film, metallized 
yarn known as zari in India 
as well as several packaging 
laminates 

The company also manu¬ 
factures Rigid PVC Pipes 
and fittings and has been 
exporting these pi|>es to the 
Gulf countiics duiing last 7-8 
Years and has won ‘Top Lx- 
porter’ aw aid successively 
Ivcn m India now PVC 
Pi|3cs aic picfeiied ovei steel 
and cement pipe" on eccount 
of lowci cost and superior 
pciloimince foi use in drink¬ 
ing water supply s< hemes as 
Well as irneation projects and 
thcie IS d gieat suige m 
deniiUid toi these pipes duting 
the last two yctiis i 

I lom 1976 thcic htis been 
a lapid intiurst in the turn- 
ovci piolitability as well as 
net woith ot the company 
The turnovci t as giown firm 
Rs 4 38 ciores to Rs 25 19 
cioies in 1980 The gross 
piolil has giown fiom Rs27 8l 
lakhs to Rs 184 92 lakhs In 
the same pci lod, the net worth 
has also iiscn substantially, 
from Rs 97 58 lakhs to 
Rs 4M44 lakhs Although 
the piesent book value of the 
shaics IS Rs 18, these are, 
olfciod at a picmium of 
Rs 3 only New film is 
expected to go into pioduction 
b\ Inst quailer of 1982 and the 
pioduction ol jolyestcr chips 
should commence by the end 
ol 1982 In view ot the exist¬ 
ing perlorinance as \ ell as 
proven technology, t i l 
pcctcd that there ic. be 
anv waiting pciios 

Indian Overseas Bank 

During the ycai ended 
Decernbei 31, 1980, Indian 
Oveiseas Bank recoided n* ly 
29 per cent giowth in glob I 
deposits which incieased from 


sions have been woiking under The Gwalior Rayon Silk logy for the manufacture of Rs 1153 crores to Rs 1486.4 


constraints The company had 
to contend with undci-utih- 
sation of pioductivc capacities 
and uneconomic prices of 


Mfg (Wvg) Co Ltd has fated 
well for the year ended March 
1981, with an increase in 
turnover and gross profit. The 


Biaxially Oriented Polyester 
Film not only m India but 
also m the entir^ South-East 
Asia Polyester film has over 


crores Global advances also 
went up to Rs 975.2 crorei 
from Rs 727.1 crores duni|g^. 
the previous year. Deposit 
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in India went up to Rs 1J 74.2 
crores against Rs 965.7 crores 
'^during the previous year and 
advances in India moved up 
to Rs 702 crores as against 
Rs 583.3 crores as oi* end 
1979. As many as 64 branches 
were opened during the year 
with a total number of bran¬ 
ches in India reaching 808. 

Priority sector absorbed 
Rs 50.1 crores of the in¬ 
cremental credit between 1979 
and 1980. As many as 81,526 
additional boi rowers received 
priority assistance during 1980 
as against 58,928 during 1979. 
Share of agiicultural sectoi in 
credit went up to 16.6 per 
cent from 14.5 per cent a vear 
before. Differential inteiest 
rale lendings incicased by 
Rs 1.51 troies fioin Rs' 4.17 
crores fo Rs 5 68 crores cover¬ 
ing 70,672 bciicficiaiics and 
exceeding the iioim of one 
per cent of total advances 
Profit dining the year was 
Rs 4.46 crores as against 
Rs 3.99 ciorcs a year ago. 
A sum of rupees ihicc croies 
was transfericd lescrve fund 
(Rs 2 5 cioics) and Rs 1.21 
crores was distiibuled as bonus 
to staff. 


Digvijay Woollen Mills 

Shrcc Digvijay Woollen 
Mills has reported an impuwe- 
jncnl in its woiking for the 
year ended March 1981. The 
company has announced an 
unchanged equity dividend of 
25 per cent which along with 
the piefcience dividend will 
absorbs 22.55 lakhs (same). 
Allocations include- depiccia- 
lion Rs 73.25 lakhs (Rs 42.65 
lakhs), investment allowance 
reserve Rs 27 lakhs (Rs 26.77 
lakhs) taxation Rs 75 
I '(R'*' '6 lakhs). A sum 
of Rs lakhs (Rs 45,23 
lakhs) has 'been tiansferied 
to general reserve. 

Sail diiring the first two 
months ended May 1981 have 
bean oP ;hc order of Rs 153.88 
lakk'Against Rs 90.89 lakhs 
ini>'the first two months of 
fk previous year. 


‘The Directors Stale that the 
sales turnover, which increased 
l?y 15.5 per cent to Rs 1170.50 
mhs from Rs 1014.08 lakhs, 
1m enabled the company to 
IWlitofa its oventU margins 


despite the continuous pres¬ 
sure cf rising costs. The 
company has spent Rs 140 80 
lakhs during the year to up¬ 
grade the technology and 
equipment. 

Indian Aluminium 

Sales of Indian Aluiiiiniuin 
increased to Rs 156.22 cuircs 
during the year 1980 as against 
Rs 141.11 crores a year be- 
foic. However, profit bcfoic 
fax declined to Rs 8.07 cioics 
against Rs 15.34 croics *i 
>car before. Piovisiim tor 
tax absoibed Rs 4 55 cioies 
(Rs 8 20 Cl ores). A sum of 
Rs 0 40 CIOICS was iians- 
fened to investment allowaiKc 
reserve (Rs 0.57 croics) and 
another sum of Rs 1 50 cioics 
was distiibutcd as dividend 
on fully paid oidinaiy shaics 

Jn 1980, the mcicasc in 
raw material and powci costs 
was so phenomenal that, bill 
for the fact that the companv 
had a certain quantitv of in¬ 
ventories which had been 
acquiied or manufactuied m 
1979, at costs which weic 
much lower than those pit- 
vailmg during 1980, the com¬ 
pany would have made a loss, 
slated that Diiectins. The 
price adjustments made b\ 
Government iuOctobci 197*^1 
and July 1980 wcic iclaled 
diiectly to simultaneous in 
creases in smeller p< wti 
taiiffs and did not compensate 
the company for the incicasc 
in law material pric-e.^. 

The long overdue price in¬ 
crease related to raw niatercil 
costs was granted by Govein- 
ment on Match 27, 1981. How¬ 
ever, the present mcicasc is 
most inadequate as it does 
not take account of an in¬ 
crease of about Rs 2,000 pci 
tonne 111 the company's cost 
of production for metal, arising 
largely from increases in 
petroleum products prices an¬ 
nounced in January 1981 and 
an increase in the smclici 
power cost at Bclgitum fiom 
February 1. The company's 
revised retention price still 
does not cover the cash cost 
of production, leave alone 
contribute towards deprecia¬ 
tion and profit. 

Apart from the loss in re¬ 
venue in 1980, the company 
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ASSOCIATED BEARING COMPANV LIMITED 

NOT IrE 

It IS hereby noHlied tor the infoirnalion of the pubirt that Associated 
Beiring C'ompjnv Limiicd propose'* to yi\c ioihc( cniul Govcrnmcnl in 
the Depaiiincnl i>f C ompans MlaM**, New IVlhi, <i notice undei sub- 
scsctioii (l)o( section 7I o( tin Monopolies.md Rc>liitii\e fiadc Piactices 
Act, 196^ toi substantial c'paiision id its actiMtie*^ H'lcf paiticulais of 
the pioposaJ aie as undLi 

(I) Ni\me(s) of itisonfs) UodN toipoiale owning the undertaking : 

Associated Rcaiing ( ompanv 1 imiltd 
(II) ('apit.'l stiijcliiK of (hr appf/i.ar'1 imdei lakinj' 

A‘ on 31.12.19X0 
K' in Lac» 

Authorised 

10,(K),()0() Kiinh Shaie ot Rs KM) Laih 1000 00 

5,00.0(K) Uncla^sjfiod Shares of K'. 100 (.ah SOD Of' J500 00 

Issued and Subscribed 
8,82,351 r ijuiU Shaics of Rs 100 each 

fully paid 882 35 

(III) Details of fhc proposed subslaniial c pinion 

(A) Names of new good''to be prodiKcd Mipidisd toniioiled or 
distributed ni of new scinill' to he undend 

Not appIiLablc 

(B) In the case id suhst.iniMl espai"ion id t'/ai t .iIjmiics 
(i) Names of Goods 

7 a pci Kollei Beuiiii'' 

(ii) ( iipjtily befoie I vpaiiMon 

Thiee million lapei Roller Bearinus pv'i .iiMunn 
(in) I vpansion proposed 

(A) M inufJLlure i)I biriiu si/r of lap.i Bolki Reaijiigs 
nithin the csisfjng iiiTiised ciipacily <>l three mi.lion 
numbers 

(B) Undei lake model nisa lion piojeit m a phased manner 
spiead o\ei 4 ^ sc*ns 


(IV 

Location of the proiei.t for suhsianiial e\pan‘';on 

At thrS^cMstiiij* favlorv site ai ( himliwad, Piuh 


(V3 

Brief outline of the cost of the Pion.il 
the scheme and sources of finance 



Cost ol the pro let I 

R.in I 


Capital ( ost 

127S 


Working ( apifal 

200 



1 175 


Sourtes of linantc 



Porcign cvthanei loan fiorn J( l( 1 II i 1 n J 
suppliers evpoif tredils 

(>42 


Medium leim Loan fiom 



Ll(^ foi local mathincs eiiiiipmcni moanl loi 
model 111 sation 

J5 


Infernal (icner.mon 

Additional hank boriowinps aril paillv (i( ni 

618 


deheiituie issue to |)uhlis. 

-N)0 



1 i75 


2. Anv poison inteicsted m ihe mallei mav make a lepiesenlation to 
the Secretary, Dcpailmmi »>t 1 ompans Allans tiO\iinmeni of India, 
Shasin Bhavan, New Delhi v\ithin 14 dass hom ihc date or puhlieation 
of this notice, inlimatinji his views on the proposal iiiid ipiln-atinir Ihc 
natuie of his mleicsi iheiiin 

Bv Oiilci ol thi Boa id of Diieitois 
D.li. Sarknri 

SE(REIAR\ AND D\. FINANCE MANAGER 
Dated this day of 14th Julv 1981 

Reghfeted Office 

Hoechst House 
Nariman Point 
Bombay 400 02J 



has incurred a loss of ovfit 
three crorcs of rupees in the first 
three months of 1981. If the 
present system of Government 
price administration continues 
to operate in the manner that 
controlled scllnig prices of 
metal arc always going to lag 
behind product ion costs, it will 
be impossible for the company 
to make fair and reasonable 
profits which are essential to 
finance its increased working 
capital needs in an inflationary 
environment. Also, the com¬ 
pany will not be able to under¬ 
take essentia! replacement of 
existing facilities, leave alone 
its proposed expansion prog¬ 
ramme, according to the 
, Directors rcpoil. 

Mafatlal Fine Maintains 

The Directors of Mafatlal 
Fine Spinning and Manufac¬ 
turing have recommended an 
unchanged dividend of 17 per 
cent on the capital as enlarged 
by one-for-lhrce bonus issue. 

According to preliminary 
figures, sales increased from 
Rs 70.30 crorcs in the pro 
vious year to Rs 85.44 cioics 
in 1980-81 but gross piofit was 
lower at Rs 5.27 croics against 
Rs 5.37 crorcs. 

After depreciation (Rs 197.20 
lakhs against Rs 158.83 
lakhs), investment allowance 
(Rs 108.50 lakhs against Rs 74 
lakhs) and taxation (Rs 32 
lakhs against Rs 128 lakhs), 
net surplus is higher at 
Rs 189,74 lakhs compared to 
the previous year's Rs 176.36 
lakhs. Out of this, the pro¬ 
posed dividend on preference 
and equity shares will lequire 
Rs 112 0?. lakhs (Rs 84.48 
lakhs). 

Star Textile Steps up 
Dividend 

The Directors of Star Textile 
Engineering have stepped up 
the dividend from 15 per cent 
to 18 per cent on an enlarged 
capital foi the year ended 
March 31. 1981. 

The turnover has increased 
I from Rs 13.43 crorcs to 
Rs 18.71 crores and the profit 
before tax has amounted to 
Rs 1.56 cror es ^gaijis t R^1.31 


crores in the previous year. 
After providing Rs 10.71 lakhs 
(Rs 4.31 lakhs) for invest¬ 
ment allowance reserve and 
Rs 62 lakhs (Rs 59.14 lakhs) 
for taxation, the net surplus 
is Rs 83.78 lakhs compared to 
the previous year's Rs 68.61 
lakhs. 

Out of this, the proposed 
dividend will requiie Rs 
24.93 lakhs (Rs 13.67 lakhs). 
After adjustments Rs 54.75 
lakhs (Rs 3^.89 lakhs) is being 
transferred to general reserve. 

The Directors propose to 
issue in about six months con¬ 
vertible debentures worth 
rupees four crores. According 
to Chairman, Suresh M. Mehta, 
conversion will be up to 40 per 
Cent in two stages at a pre¬ 
mium ranging between Rs 5 
and Rs 7.50 a share, subject to 
the approval of the Conti oiler 
of Capital Tssucs. 

The company prt»poscs to 
set up a spinning mill at a 
cost of Rs 6.75 crorcs, a 
foundiy project costing Rs 3 
crorcs and a project for manu¬ 
facture of dryers which will 
cost about Rs 20 lakhs. 

Hindustan Paper 

Hindustan Paper Corpora¬ 
tion Limited has awarded a 
contract to Davy Ashmore 
India Limited for the instal¬ 
lation of two coal handling 
systems at Nowgong and 
Cachar paper projects. The 
contract to be executed on 
a turn-key basis by Davy 
Ashmore’s Head Wrightson 
division is worth Rs 10.08 
crorcs. 

The scope of work includes 
design, engineering manufac¬ 
ture, supply, erectit)!! and 
commissioning of all machi¬ 
nery and equipment of the 
coal handling systems. 

The con.struclion division of 
Davy Ashmore has recently 
won orders worth over Rs 4.2 
crorcs, including a more than 
Rs 2 crores assignment from 
Kerala Minerals and Metals 
Limited for erection of equip¬ 
ment and a 45-kilometrc pipe¬ 
work for its titanium dioxide 
pigment plant. The other 
two major orders relate to 
erecting plant and equipment 


for Bhilai Steel Plant’s con¬ 
tinuous casting machines and 
boilers for BHEL’s Raichur 
Thermal Plant. 

Davy Ashmore will design, 
manufacture and supply a 
1,820-tonnc carbon extrusion 
press to Carbon Corporation 
Limited at a cost of Rs 1.61 
crorcs. All this and a few 
other orders combined make 
a total order intake of over 
Rs 17 crorcs in the first 
quarter of the >car. 

Jutlibari Tea 

The pre-tax profit of 
Jutlibari Tea Co Ltd has 
declined to Rs 29.69 lakhs for 
the year ended March, 1981 
from Rs 49.6 lakhs in the 
previous year, after providing 
Rs 6.18 ijiklis (Rs 5.90 lakhs) 
for depreciation. Rs 8.100 
(Rs 13,0(K)) for developmental 
rebate reserve and Rs 14.000 
(Rs 72,()(X)) for investment 
allowance reserve. After pro¬ 
viding Rs 20.61 lakhs (Rs 34.75 
lakhs) for taxation the profit 
is Rs 9.08 lakhs (Rs 14.93 
lakhs). A sum of Rs 29,604 
(Rs 7,816) from development 
rebate reserve and Rs 12,MO 
(Rs 11,180) from development 
allowance reserve have been 
taken into account. The tax¬ 
able ordinary dividend has 
been reduced from 30 per 
cent to 20 per cent absorbing 
Rs 8.10 lakhs (Rs 12.1.5 lakhs). 
General reserve gels Rs 1.40 
lakhs (Rs 2.94 lakhs). Crop 
totalled 9,069 quintals against 
9,494 quintals and the com¬ 
bined average gross price re¬ 
alised was Rs 15.46 (Rs 16.95 
a kg. 

Tengpani Tea 

The profit of the Tenepani 
Tea Co Ltd has declined to 
Rs 6.22 lakhs for the year 
ended March, 1981 from 
Rs 10.21 lakhs in the previous 
year after providing Rs 4.19 
lakhs (Rs 3.89 lakhs) for 
depreciation, Rs. 8,000 (Rs. 
43,000) for investment allow¬ 
ance reserve and Rs 16.24 
lakhs (Rs 22.60 lakhs) for 
taxation. A sum of Rs 20,735 
(Rs 6,308) from development 
rebate reserve and another sum 
of Rs 9,751 (Rs 7,336) from 
development allowance reserve 
have been withdrawn. The 


taxable'^ordinary dividend has 
been reduced from 30 per cent ^ 
to 20 per cent absorbing Rs six ^ 
lakhs (Rs nine lakhs). General 
reserve claims Rs 53,000 
(Rs 1.27 lakhs). 

Crop amounted to 6,247 
quintals against 6,099 quintals 
in the previous year and the 
combined average price 
realised was Rs 17.24 
(Rs 18.10) a kg. 

New Issue by E. Merck 

L. Merck (India) Limited 
which was promoted in 1967 
as a Private Limited Coni*v 
pany in financial and technical 
collaboration with F. Merck, 
Darmstani, West Germany, 
proposes to make an issue of 
12,50,000 equity shares of Rs 10 
each for cash at par. Out of 
the present issue, 502,5(K) 
equity shares of Rs 10 each 
shall be issued to M/s 
Chemilra OmbH, West 
German), a wholly owned sub¬ 
sidiary of L. Merck, West 
German), and 47,500 equity 
shares to existing Indian re 
sident shaicholdcrs. The public 
i.ssuc will be 700,000 equity 
shares of Rs 10 each for 
cash at par. The company 
is entering the capital market^ 
on August 5, 1981. The issue 
will close on August 28, 1981 
or earlier at the discretion of 
the Directors of the company 
hut not befoic August 7, 1981. 
A sum of Rs 5 is payable 
on application and balance on 
allotment. 

In order to comply with the 
Government requirement in 
connection, with the expansion 
of the company's production 
i^f fine chemicals, the pre¬ 
sent issue is being made where¬ 
by the foreign equity holding 
will come down from 60 per 
cent to 51 per cent. The com¬ 
pany's factory is at Taloja, 
District Raigad (Kolaba) in 
Maharashtra where the pro¬ 
posed expansion will be under¬ 
taken. 

The company has also 
acquired land in the Union 
Territory of Goa. The com¬ 
pany intends to shift there a 

S rt of the present manu- 
ituring activity and also pro¬ 
vide space for future ex-, 
ion^iversification p^- 
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July 2 

The Reserve Bank up\alued the ru|ee 
against the pound stciling by 0 90 per 
cent, giving a middle rate of Rs 16 7S 
compared to the previous rale of 
Rs 16 90 

Firing squaN of A>atollah Khomeini s 
Islamic revolution executed 17 leftist 
opponents in a nationwide stepped-up 
crackdown after the bomb massacre of 74 
fundamentalist leaders m Jcheian. 

The International Monetary Fund 
(IMF) has announced increases m its 
inteiest rates. 

July 3 

The Union Govornmont has approved 
the Rs 2 6 ciOre Kandla Tree Trade 
Zotje (KFTZ) expansion plan. 


The US dollar has become costlier by 
10 paisc Bu>inr Rs 8.40 and selling 
Rs 8 SO pci dull ir 

Iran has rcfCctcd aga'n an Iraqi offer 
to declare a c asUire 

The Minister for External Affairs, Mr 
Narasimha arrived in Lusaka to 
attend a nueting of the non-aligncd 
mo\cmcnt’s committee seeking a peace¬ 
ful settlement of the Iraq-lian war 

Ihc Go\cTnnicnt decided to relax the 
seven-year-old ban on setting up addi¬ 
tional capacity fi>r pesticides foimula- 
tions in favour i>f Central and State 
undci takings 

July 4 

Violence erupted In London's Southall 
Borough, mainly inhabited by Asians. 


The Union Government is considering 
a package scheme for improving the 
economic stability of the jute industry. 

July 5 

While 27 legislators and a few ‘‘re¬ 
gional level” former oflScc bearers of the 
Maharashtia Congress-U were taken into 
the Congrcss-I fold, national leaders 
like Mr Y B Chavan may have to fulfil 
some norms before admission. 

The Kerala Government ordered dn 
up\Naid revision of minimum wages to 
workers in tea, rubber, coffee and 
caidamom plantations in the Slate 

Japan will provide debt relief and fresh ^ 
economic aid worth 55 47 5 million to 
Pakistan under an agicement concluded 
m Islamabad 

July 6 

Assam agitation leaders expressed dis¬ 
satisfaction over the Government stand 
on who con'vtilutcd a foieigner liable to 
be moved out of the Stale 

What was described as the worst night 
of noting m Britain this centuiy left 
smouldering fire-ravaged sticets and 
hiindicds of injured in the mainly immi- 
giant district of foxen in Liverpool. 

July 7 

UP Chief Minister, Mr Vishwanath 
Pratap Singh, has combined a major re- ' 
shufllc of portfolios of his Ministers with 
an expansion of his Ministry into which ^ | 
he took two new Ministers oJ State 

Former Argentine President Isabel 
Peron has regained her liberty after more 
than hve ycais undei house arrest. 

Upcounlrv rriees of all jute ani mesta 
vaiielics for the 1981-82 season 
announced 

I he Government announced the issue 
of four loans aggregating to Rs 7S0 crores ! 
as the third instalment of its market 
borrowings during the current financial 
ycai 

J he Union Agriculture Ministry has 
decided to create a sugar buffer in the ^ 
next sugar year, beginning October 1. 
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Modernising Technology 


Tecunologv has been the mainspring of economic develop¬ 
ment this century, and those countries which have made the 
best use of tccIiJiolog> are the ones who have made the greatest 
strides. 

India has the thud largest body ofqualilicd technicians in the 
world. But It remains a country saddled with obsolete techno- 
logy, an extraordmaiily high capital-output ratio of six to one, 
grossly inadequate lesearch iind development, and only feeble 
attempts at modernisation Some home tiuths about this state of 
aflairs -but by no means all Jiavc been exposed by Di A S. 
Ganguly, Chairman of Hindustan 1 cvci, in his speech at the 
annual general meeting of the company. 

He has stressed lliat modeinisation has not been given 
enough importance by either the private or public sector. West 
Bengal s industrial decline owes much to failure of an earlier 
generation of industrialists to modernise. In the public sectoi 
we have l lassie honor stones like the Heavy Engineering Cor¬ 
poration which have gone straight from teething troubles to 
obsolescence without ever attaining maturity. The really sad 
fact, as Di Oangnly has said, is that in many cases we arc not 
even aware of our obsolescence. I his conies from having a 
protected domestic maikei cut off not only from foreign com¬ 
petition but even from knowledge of what is happening else¬ 
where in the world. One is reminded of the painful experience 
of a Woild Bank mission which cime sonic years ago t > study 
our textile industry, and was astounded to be shown around 
obsolete factones by pioud owners who quite genuinely thought 
that they were the cat's whiskers. 

However, the same import-substitution policies which have 
led to a sheltered domestic market have also had some con¬ 
structive results. They have cicated an extremely wide and 
diversified industrial base, with project management and exper¬ 


tise comparable to world standards. They have in many cases 
forced companies to be innovative to overcome shortages of 
raw materials. Hindustan Lever itself is a prime example of this. 
Like other soap manufacturers, it originally depended entiiely 
on imported mutton tallow and domestic edible oils for its 
raw material. But it switched later to the use of inedible oils, 
and was even able to upgrade sal oil to crcoa butter substitute. 

It needs to be emphasi.sed that Hindustan Lever -and for 
that matter all R and D oriented companies -arc exceptions in 
India. Most companies are quite happy to produce the same 
old goods, trusting to import barricis to keep their profits high 
Others more adventurous arc updating their technology but 
entirely on the basis of repeated imports of know-how. This 
is an inefficient way of going about it, costly in terms of money 
and low-yicIding in terms of production. In order to be able 
to absorb new technology from abro d, the lecipient must al¬ 
ready have advanced to a point where the gap belwoen the two 
isnotlaige. Di Ganguly argues that this is only possible if 
there is an ongoing relationship between the donor and the 
recipient. In other words, he is arguing that it is better and 
cheaper to have long-tcim arrangements like the abortive 
BHEL-Siemcns deal than outright purchases of know-how; and 
even better to have a relationship like Hindustan Lever has 
with its parent company Unilever. 

The logic of this is far from clear. Japan is an outstanding 
example of a country which has generally bought technology 
outright rather than have foreign subsidiaries as a vehicle for 
technology transfer, and has done very well out of it. At the 
other end of the spectrum, we have documented cases of several 
foreign subsidiaries m India which are producing obsolete pro¬ 
ducts without modernising or adopting the latest technologies 
of their parent companies. Hindustan Lever itself may have 
benefited from a continuous flow of know-how from its parent, 
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but this is by no means a universal experience. Dr Oanguly 
claims that technology will not be readily available from those 
who do not have a stake in the country. The Japanese example 
ir seems to disprove this. 

He is on surer ground in emphasising the importance of 
in-housc R and D establishments in facilitating the absorption 
of new technology. Indeed, this is the route the Japanese have 
chosen in preference to direct foreign investment. Know-how 
transfer does not consist simply of the sale of blueprints or 
engineering drawings. It consists of the transmission of ability, 
and such a transmission is best achieved when the recipient al¬ 
ready has the kind of scientific orientation which enables him to 
make the best possible use of blueprints. 

Moreover, modernisation and development must be regarded 
as a continuv)us process, not one dep'^ndent on fitful, 
occasional imports of technology. No matter how good the 
-frreign collaborator, he cannot foresee all the changing 
problems that will arise in the Indian context. Hvery company 
needs to have constant R and D to cut down costs (like cncigy), 
improve production through marginal changes in equipment, 
and cut out unncccssaiy production stages through ihc 
upgradation of processes as well as equipment. 

Dr Ganguly hits the nail on the head when he says that the 
cost of mociernisatirm is infinitesimal compared to its benefits 
And yet there are countless second-rate industrialists in India 
who have failed to see this. R and D should be made an 
integral paitof industry, he suggests, and this should be a 
pre-condition for private sector companies to import techno¬ 


logy. This is a refreshing case of a private sector stalwart 
actually seeking more controls on the private sector for an 
excellent reason. 

At the same time, many other controls need to be disbanded 
or at least liberalised. One reason why research is not popular 
in India is that the Government makes it so difficult to reap 
its fruits. There is always a struggle to obtain an industrial 
licence even for a new product developed by a company in its 
own laboratories. If improvements in processes and equipment 
lead to an increase in production, a company is accused of 
exceeding licenced capacity and threatened with prosecution. 
On the other hand considciabic fiscal incentives a c given for 
new plants which arc much less cost-cflicicnt than the 
modernisation of existing plants. If the Government wants 
companies to go in for R and 1) in a big way, it will have to 
ensure adequate rewards. It is nt>t enough mcrel> to give tax 
concessions for R and I) expenditure, which may be used 
simply to dodge taxes rather than to increase productivity. 

The choice of a new technology is a tricky problem, and 
Dr Ganguly has done well to highlight the fact that even 
obsolete technologies can look attraclive to a non-expert. He 
suggests a task force consisting of the representatives of 
industry, the Department of Science and Technology, and the 
Directorate-Cicneral of Technical Development. This task 
force should be asked to identify modci nisation needs in 
different sectors, the appropriate technologies to be chosen, 
ways to conserve the use of energy in industry (which is highly 
excessive in India), R and D requirements, employment gene- 
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ration and the creation of exportable surplu<;es. These ob¬ 
jectives are no doubt admirable^ but the notion that they can 
be best attained by the formulation of yet another committee 
IS at least debatable Not all committees are superfluous, some 
unquestionably do important work. But second rate indus¬ 
trialists who have avoided modernisation are unlikely to be 
convinced by the recommendation of a committee A better way 
might be to encourage liberal imports, and threaten incllicient 
manufacturers with bankniptcv The stick is as important as 
the carrot 

One area which Di Ganguly has not explored m an\ detail 
is the uimposition oi our R and D effort He has limited 
himself laigely to companies But the tiuth is that the over¬ 
whelming majority of R and D funds arc spent not by companies 
but by Government agencies, and that loo in extremely low 
productivity areas We have spent hundreds of crorcs of 
rupees in acquiring the ability to build nuckar powei stations 
at twICC the cost of imported ones We have sent satellites 
into space, built cyclotrons, and performed various such 
spectacular feats at considerable expense but with no impact 
at all on productivity. Of course, it is true of most coiintiics 
that they spend a great deal of money on R and D i elated to 


(* 

defence and strategic industries, and it can be argued that 
India should do the same But other countries also devote 
considerable time and effort to industrial R and D, which India 
does not 

Another major flaw in our technology policy has been our 
concept of high technology Any new and sophisticated pro¬ 
duct isiegardcd as a high technology item and welcomed, 
while mass consumption consumer products are regarded as 
low technology Items Thciccan be no greater misapprehen¬ 
sion, particulaily in a countiy which claims to be socialist A 
small improvement in the productivity of industries like cloth, 
soap, matches, and footwear will mean far more to our 
impoverished masses than the ability to fabricate a component 
of a nuclear powci plant at Ihiec times the import price 

The technology developed to use inedible oil foi soap or 
sal oil loi chocolate has provided far grcatci benefits in terms 
of employment and prices than the development of spacv 
rocket The really unfortunate thing is that space and 
nuclear power carrv so much glamour and picstige, while soap 
and cloth do not Ihis means that the cream of our scientific 
talent is tmplo\cd in aicds of extremely low productivity, 
which also happen to be irrelevant to the needs of our masses 


To Talk or Not to Talk 


Lord Carringion has returned from Moscow with a st.p lie 
had gone there with the FFC proposal to sort out the Afghan 
tangle The proposal, on the face of it, is quite simple first a 
confeiencc involving the USSR, the USA, Britain, J ranee, 
China, India, Pakistan, Jian and representatives of the Islamic 
conference, followed bv a second conference which v\ouId 
include “representatives of the Afghan people" Very reasonable, 
very sensible and as Mr Gromyko said veiy impiactical too 

fust, thcic IS the problem of interpreting “external 
intervention”, with which the (lust) conference would deal 
The Sov'ct idea of external intervention is limited to the 
activities of the Afghan insuigcnts operating from Pakistan 
and other sJiictuants The EEC plan however takes a more 
generous view of it -it includes the Russian tioops in 
Afghanistan I his was Iht fiisl rock on which the Carrington 
mission floundered 

The second rock was the one about deciding who the 
repiescntativcs of the Afghan people arc The TIC plan 
envisaged the paiticipation of both the Karmal regime and 
members of the opposition guerilla groups To the latter, the 
Russians said nyct and then came the sop—Mr Gromyko did 
not lejcct the proposal out of hand but said 'Patkalam' instead, 
thus not moving from square one at all 


for while s(a>ing on m Afghanistan, they could simultaneously 
go thn Ugh tl e motions ol a conference in iking the issue, m 
a manner of speaking sub jutim Those familiir with 
Communist diplomacy will rccognisi the ploy without dilliculty ^ 
(Those whose mcnioiics are rusty can recall the stalling oftL^ 
Pans peace talks between the USA and North Vietnam in 1968- 
69 the talks had been held up for several months bccai sc Mr 
Le Due Tho and his delegation objected to the shape of the 
coniciei cc table) 

Precisely why a conference is unlikely to get oIT the 'ground 
becomes clear horn just one thing the Russian insistence on 
recognition ol the Kaimal icginie as the only legitimate ( jvern- 
ment ot Afahanistan The West cannot accept tb s pre¬ 
condition toi that would, by proxy, legitimise the Russian 
invasion of Afghanistan Thus, stalemate Even if a conlcrcnce 
did get undei way, it could go on and on That woultl leave 
everything iust as it is for cvervone except the Soviets, which 
would not be such a good thing after all 

But the Soviets might yet be “persuaded” into go ng to 
the confcienec table They have become very unpopular in the 
Thud World and Islamic countries By showing a scmblence 
of reasonableness, they might hope to undo the damage to 
f their leputdtion Such a willingness will be something of a 


The West has no chance of persuading the Soviets out of 
Afghanistan unless the USSR perceives some advantage in 
getting out Meanwhile, until the benefits become apparent, 
they will attempt to obfuscate the issue by holding out hopes 
of scttlement-by-confercncc This would suit them perfectly, 


[ ol it The solution peihaps lies in making a deal similar to 
l^that on Finland a few years after World Wai II. For this, it 
would be necessary to get the cooperation 
Iran. 


of Pakistan and 




EASIERN ICONOMIST 





©py ^bocilbl's 


Ml best thing about a toiir-week holi- 
* day in Kashmir is that one escapes 
from the heat of Delhi The worst thing 
about It IS that one has to return to 
Delhi at the end of it 
Kashmii is like a Venus fly-trap, beauti- 
ful and attractive but leady to devour 
the tourist Lvciy Kashmiri is a hookei, 
leady to make a ta t buck of the 
^ijiiwary liaveller by hook or by crook 
pieferably the latter The taxi-driver 
taking me from the Touiist Reception 
Centre to the Ml As Hostel a distance 
ot perhaps half a mile wanted Rs 11 for 
hiscftoit, and lent the skies with cries of 
“injustice” when I icfuscd to give moie 
than Rs 5 A scllei of walnuts produced 
samples of * kaga/i” walnut which he 
could crack between two fingers without 
effoit, and pcisuaded me to buy a kilo 
But when I tried to crack the walnuts 
with my fingers it was mv bones that 
viitually cnckcd, while the walnuts ic- 
mained triumphantly whole The meichant 
Jiad filled the ^ag with the lowest quality 
Walnuts beneath a vcncei ot good ones, 
and It needed a walnut crackei and my 
full 72 kilos of weight to bieak thiough 
their armour 

The owner of horses who took me and 
my family from Ciulmarg to Khilcnmaig 
quite lits.rally took us tor a ride It was 
a cold day with ominous clouds loomi ig 
above The horse owner laughingl> as¬ 
sured iis that this type of cloud ncvci 
brought ram, and that it would be quite 
safe to go up to Khilcnmarg Needless 
to sa>, It started to poui on the way up 
and we were forced to take shelter undei 
some trees Aftei some time the ram 
stopped, and the evcr-cheeiful hoise- 
ownei tried to persuade us to go up to 
the snows high above Khilcnmarg 1 
refused At this he became sulky and 
declared that our journey was over I 
asked him what he meant. He declaied 
that wc were already at Khilenmarg, and 
pointed to a small meadow alongside This 
was a bare^^faced lie which quite took my 


breath away 1 knew perfectly well that 
Khilemaig was a very large meadow, at 
least twice as fai fiom Gulmarg as wc 
had travelled 1 shouted that Khilcnmarg 
was much fuithir up He insisted that 
wc had alicady k iched Khilenmarg And 
then, looking at the clouds above, he 
announced that thcie was going to be leal 
downpour llitse were perhaps the first 
words of truth he ii id uttered during oui 
entire acquaintimcship, 1 had as little 
enthusiasm as he Um getting a cold soak¬ 
ing So wc rciuriKd downhill to Gulmarg 
just in lime to lsl tpc the rain Despite 
hasing been chciitd on the distance, I 
paid him the lull rate I ar from 
showing any t»i iiiludc, he demanded 
biikshccsh I grudgingly gave him another 
two rupees, at winch he wailed that it 
was against all ‘ ms if* to be paid so little 
A NoniiR instinctive insight into the 
■^charactci ot kTshmins was provided 
when wc went toi a walk from Pabalgam 
up towards Chandanwan At every vil¬ 
lage, all the childitn would crowd around 
us shouting pus I paisa” They were 
not the half staiv^d children one secs in 
the Gangetiu plains They were sturdy 
little fellows in (he pink of health, making 
not the slightest it tempt to feign hun¬ 
ger Thc> had imply been brought up 
to believe that the tourist was a sucker 
who could be pcisuaded to part with hard 
cash if impoituiiLd long enough I hey 
wcic not exaetl} b gging, merely fishing 
for baksheesh much in the same manner 
as anglers fished lor trout in the ncarb> 
rivers I hey were quite happy to cast 
then lines at touiists all day in the hope 
of landing one oi two big fish 
It was the sinu with older villagers 
loo I slopped one villager and asked 
him the name ol a snow bound peak that 
had lust come into view He replied 
“Sheshnag”, and quickly asked foi 75 
paisc I expistulaied, and he reduced 
hi»demand to 25 paise 
In Srinagar, I was entranced by the 
beauty of the silk carpets and silver¬ 


ware in all the shop-windows. Bui I 
was constantly warned against buying 
any The “silk’ caipets were usually 
mixed with nylon fibie, I was told by a 
local woithy, and some weicmade of 
pure rayon The “silverware” was mostly 
white metal Ultimately I made my 
purchases at the Government emporium^ 
on the aigumeiil that the public sector is 
unlikely to sell ersatz 

1“ I was a relief to g^'l away from the 
^ kashmir valley to Leh The people 
suddenly became so polite and helpful. 
They have not yet been spoiled, as the 
volume of tourist trathc is still small 
Leh IS a mountain desert bioken by 
green oases wherever streams come down 
fiom the melting snows Whenever there 
Is a drought in 1 eh, the people pray not 
to the lain god but to the sun god This 
is because almost the sole source of water 
IS melting snow and ice, and the hotter 
the weathei the more the snow that melts 

Ladakh is a land of monasteries, lamas 
and oracles that lorctcli the future and 
cuic all diseases Wc went to visit an 
oracle but found the dooi locked 
Oracles in I eh get possessed by spirits 
and go into atiance, afier which they 
foretell all In prattice the only spirits they 
get possessed by arc gm and beer They 
dunk liquor in oider to induce a ‘ trance”. 

The Ainiy is dll-pcrvasive in Ladakh 
It IS 20,000 stiong m Leh, while the 
locals numbei only 11,000 Inevitably, 
the Army has built a golf course even in 
the moonscape aiound Leh, mainly by 
dumping gallons of oil into the sand to 
form ‘ greens” which are not green at all 
but patches ol haid mud There are 
dance parties in the mess and cheap 
liquoi flows like walci. I he Army 
always lives well However, some of the 
pickets up ill the mountains tell a diflc- 
rent tale As one young office! fiom the 
mountains said, “here there is no wine, 
women and song— only rum, bum and 
tiansistor” 

SwamiDathan S. Aiyav 
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Corporate Planning for Research & Development 

P. K. Kohli 


The increasing activities in science & 
lethnoilogy call for accelerating the ac¬ 
ceptance of forMal planning systems in 
R&D work. The fast changes taking 
place in science & technology are of such 
magnitude that they will become un¬ 
manageable without advance planning. 
Without a sound R&D planning system, 
growth in science & technology is likely 
to he haphazard and unorganised. 

y R &t) activities are riow-a-days chaiged 
with social responsibilities. Unless 
good planning systems are developed, It 
may not be possible to project the right 
kind of scienlifjc activities for the benefit 
of mankind Corpiirate planning in R&D 
IS, thcicfoie, necessary in vieNv of the in¬ 
creasing complexity in science & techno¬ 
logy in the ever-changing environment and 
increasing s )cial pressuies. Corporate 
planning can be that system which 
“thinks and advises.” On the need for 
a formal ctvrporatc planning .system, Frank 
Oilmoic cites four important prerequisites. 

(a) Concern for short-teim R&D prob- 
^ Icms would have to shift to plans for capi¬ 
talising on long-term opportunities; 

fb) Sizing up the situation as a basis 
for a new course of action would have 
to give way to reappraising existing stra¬ 
tegy in the light of the changing en¬ 
vironment; 

(c) Sporadic diagnosis would have to 
be replaced by constant surveillance; and 

(d) Concern for immediate adaptability 
to meet changes in current conditions 
needed to shift to long-range growth, 
flexibility and stability. 

Four Situations 

It docs not however imply that just 
because the above realities arc recognised 
by the R&D managers in a laboratory or 
scientific organisation* planning will auto- 
^ matically succeed. David Hussey recog¬ 
nises four types of situations where corpo- 
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fate planning has a high Source of 
failure : 

(a) When the Chief R&D Lxecutivc 
does not believe in it. 

(b) When the Chief R&D Executive 
allows no one but himself to make de¬ 
cisions. 

(c) The laboratory or scientific orga¬ 
nisation that does not want to afford the 
time needed to write down plans. 

(d) When the objectives of scientific 
activity in the laboratory or scientific 
organisation arc sinking so rapidly that 
it requires all thos.‘ on R&D peisonnel 
board to man the pumps. 

Coherent Pattern 

According t<» Basil Denning, a long- 
range planning process should be design¬ 
ed to 01 gam sc three separate types ot 
planning into one coherent pattern 

Strategic Planning : The function of 
strategic planning is to determine the 
future posture of the R&D activities in 
relation to its changing environment. 

Project Planning : The function of 
project planning is to assess new projects. 

Operational Planning : The function 
of operational planning is to translate 
strategic plans into action, to coordinate 
diverse activities and to allow top R&D 
management consideration of future opera¬ 
tions in specific terms and thrust areas. 

If these three aspects of the planning 
process are not properly integrated, cor¬ 
porate planning does not lead to optimal 
results. Having explained the elements 
of corporate planning, we will now exa¬ 
mine the conceptual framework for corpo¬ 
rate planning 

Corporate planning may be understood 
in terms of the following sequence : 

Corporate Mission : Every department 
of science & technology has to develop 
the theme and objectives for its basic 
mission. What is it supposed to contribute 
to the economy, and the society ? 

Setting Corporate Objectives : Unless 
specific objectives are set, corporate 
mission may remain like a dream. Ob¬ 


jectives should be set in all key result 
areas of R&D management. They should 
be clear and realistic. Starry-eyed views 
of a science & technology department, 
must be tempered by a very realistic ^ 
assessment of what is possible, tak¬ 
ing into account the constraints from ^ 
the environment on the one hand and i 
from the R&D management’s own inters ’ 
nal strengths and weaknesses on the other. ^ 

First Forecast : After the carporate -i 
objectives are set, the R &D laboratory ' 
has to prepare the first forecast for the \ 
next five yeais. First forecast is, of neces- VJ 
sity, a ciude attempt at quantification in 
terms of production, sales and profits of 
the objectives 

SWOT Anal>sis 'I he next step would 
be to make an analysis of strengths, 
weaknesses, opportunities and threats. ' 
Strengths and weaknesses arc internal to ‘ 
an organisation whcieas opportunities 
and threats are external to the organisa¬ 
tion. The SWOT analysis would place 
the scientific activity of the laboratory/ 
depaitmcnt in propei perspective. 

Second Forecast : In the light of 
SWOT analysis, a second foiecast is at- ; 
tempted. I he second forecast tends to 
be more realistic than the first one m view \ 
of the internal and external evaluation. 

Gap Analysis ; The gap between the , 
first foiecast and the second forecast is < 
analysed. An easy and wrong way is ^ 
to reconcile to the existing gap. But the 
difficult and right way is to bridge the 
gap through proper strategy formulation. 

Strateg} Formulation ; To achieve a 
purticulai goal, different strategics may ! 
be evolved I or example, growth may j 
be achieved by expansion, diversification, i 
amalgamation, collaboration etc of R&D 
activities 

Final Forecast and Functional Plans : i 
After suitable strategy is evolved, the final 
forecast is prepared. Then detailed plans 
are developed for functional areas. They 
arc integrated into the master plan. ^ 

Feedback and Review : I'hc success 
of corporate planning in R&D depends 
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upon regular feedback; review and follow¬ 
up can be both preventive and curative 
also. 

There is no rigid foi mula about the time 
span for corporate plan. It is desirable 
to have corpoi ate plan developed for a 
period of lOyeais m terms of broad ob¬ 
jectives and goals. This may be in genera¬ 
lised terms. A time frame of three to 
five years is more desirable for developing 
a detailed plan of action. The first year 
of corporate plan should be transformed 
into an operating budget. The planning 
cycle should be long enough to evaluate 
and inccirporate whcicver necessary tech¬ 
nological changes, negotiate outside 
finance, get Governmental clearance, etc. 
To be successful, corporate planning in 
science & technology, which implies 
R&D work, should be continuous, and 
a rolling plan rjthcr than a fixed plan 
is likely to give better results. A lolling 
plan permits periodic corrections depend¬ 
ing upon the circumstances. 


Important Aspects 


Before wc conclude it is necessary to 
discuss some of the moie important 
organisational aspects of corporate 
^planning. Th.‘ following is not an cx- 
*haustive list (but inclusive only) of the 
lorganis^tionaI aspects. 

' (a) In the process of developing a 

I'corporate plan, the most important 
1 prerequisite is the top R & D manage- 
Imcnt’s commiin cnt. If it is not forih- 
f^Coming in full measure, it is better not to 
Ijbave corporate planning 


(b) Unless a senior R & D minager 
i.in identified foi the purpose of planning, 
l?thc coipoiatc planning exercise may 
^{remain a half-hearted effort only. A 
ijamall department foi planning is also 
l-^ccessary to systematically evaluate the 
;Strengths and weaknesses and also to 
fecan the environment for opportunities 
^^nd threats. 

p (c) Judicious use may be made of 
'^jOUtside consultants in the p.occs, of 
developing R & D corporate plans. The 
l^txtemal consultants should be asked to 
Sverk closely with an internal team, 
prhen only good results can be expected. 

(d) Selection of a corporate planner in 
^ jicnee & technology involving R & D 
Wrk is notan easy task. The selected 
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person should have total understanding 
of the policy relating to science & 
technology and the objectives within 
whose framework the R & D activity is 
to be carried out and should be creative 
and entrepreneurial in his approach. He 
should not be merely an ivory-tower 
researcher: but a pragmatic manager. A 
corpoi ate R & D planner should not be 
a dreamer; but a visionary. 

(e) The operational success of corpoi ale 
planning hinges on the effectiveness of 
the supporting systems like budgeting 
reporting etc. Without adequate support¬ 
ing systems, an R & D corporate plan is 
sure to misfire, no matter how well 
developed it may be. 

(f) The feed-back and the follow-up 
should be organised effectively, otheiwise 
R & D planning may go in one direction 
and the operations in another. Proper 
follow-up ensures that preventing and 
corrective actions are initiated before it is 
too late. 

By virtue of his training and back¬ 
ground the management accountant can 
play a useful iole in the development of 
R & D corporate plan. However it has 
to be appreciated that corporate plan¬ 
ning is a multi-disciplinaiy exercise which 
involves a good un lerstanding of econo¬ 
mics, statistics, business polic> and 
functional management. As the entire 
planning formal has to be ultimalety 
reduced into financial terms, the inarage- 
ment accountant can be of great use as a 
member of the R & D corporate planning 
team. 

Total Business Approach 

In order to play his role cons¬ 
tructively and usefully he should develop 
the “total business” approach rather 
than a mcie functional altitude. He 
must appreciate that business of R ScD 
activity is not merely finance and account¬ 
ing; but consists of other equally important 
functional areas of management Instead 
of operating as a translator of ideas into 
financial statements, a management ac¬ 
countant can intelligently contribute to 
the overall success of the corpoi ate 
planning exercise if he begins to think in 
terms of total R & D business in the 
context of the changing need of the 
scientist and the environment under which 
the scientist works. To play that role he 


must change his traditional outlook and 
conservative attitude and develop a more 
dynamic approach with emphasis on , 
creativity and imagination. 

It IS naive to assume that the existence 
of corpoi ate planning in an R &D 
organisat on guarantees higher scientific 
creativity, because, laigely circumstantial, 
the innovation of any type in science & 
technology is the competence or other¬ 
wise of R & D management. Hence any 
exercise to establish a correlation between 
cffji ts of R & D management towards 
the emergence of a new technology is not 
necessarily correct. 

A Philosophy 

Corporate planning in R & D is not 
merely a tccliniquc, it is a philosophy to 
be inculcated in the R & D manager^ at 
dilTcrcnt levels in an organisation. There 
IS no assuiancc that just because we have 
a good corpoi ale R & D planner, corpo¬ 
rate planning thus science & technology 
will succeed. A corporate R & D plan 
will never survive until all the R & D 
manager^ understand its logic by partici¬ 
pating in its formulation and willingly 
commit themselvhs to it. An R & D 
plan wiihout commi'ment is just like 
an«)thcr picc • of paper In fact corporate 
planning in R & D should leJd to 
better results in science & technology, 
not more paper-work. 

Given the above fiamework of corpo¬ 
rate planning for R & IJ wc have now to 
sec as to how the R & D manager in an 
organisation recognises the above realities 
and becomes a result oriented R & D 
manager. 

When a new R & D project is launch¬ 
ed, a certain amount of pressure of work 
is natural. There may not be adequate 
staff in the beginning apart from other 
infrastrucluial facilities. The concep¬ 
tualisation may be in the minds of one 
or two who arc to direct the R & D 
activities. In the process of carrying out 
R & D work there are always deviations 
between what is planned and what actually 
emerges in concrete shape and form. 
Hence, constant monitoring and co¬ 
ordinated action are needed at various 
levels of R & D management. 

Through a gradual process of organisa¬ 
tion and systematisation, the R&D pro« 
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ject operates without too many ripples, 
or research managers or senior scientists. 
Unfortunately in our country due to the 
''lack of delegation of powers to the lower 
and middle visible level of scientific/ 
technical staff (though not yet adequate), 
have not taken the load off the top R&D 
managers—thereby not leaving them to 
the tasks of long range planning and 
adjusting R&D work to external and 
internal changes in environment. 

No Ovorwork 

Once an R&D organisation is well 
established and is poised for expansion 
and diversification of multifarious scien- 
j^tific activities there should be no cause 
for ‘overwork^ on the part of R&D 
managers. A prerequisite for this is 
that each R&D manager must under¬ 
stand his correct role and work optimally 
towards achieving R&D results in his 
sphere of developmental work. The top 
research manager of an organisation is 
the fountainhead for its steady develop¬ 
ment and progress. He must transform 
himself into a visionary and think of the 
R&D group’s standing as of 10 years 
hence. Such an effort would be able to 
meet the national requirements well into 
the future. 

; For planning and decision-making 
^ Research Manager need timely, relevant 
and reasonably accurate information. 
In quite a few cases, managers are over¬ 
worked in their planning effort and In 
arriving at decisions because of two fac¬ 
tors: they do not have all the necessary 
data; and when they do have them they 
do noi know how to use them. This is no 
fault of the R&D managers 

In this technological age of specialisa¬ 
tion, specialists* opinions are needed to 
arrive at optimal plans. Utilisation of 
the services of specialists like econo¬ 
mists, technological forecasters, techno¬ 
logy monitors, productivity scientists, etc. 
is one way of achieving the desired re¬ 
sults. It not only avoids overwork but 
also takes away the influence of subjective 
judgements and guesswork. This does 
I not mean that the R &D manager can 
rest on his oars and coast along. He 
has to evolve his own system of work, 
apply his initiative and use intelligent 
approaches to achieve results with mini¬ 


mal effort. He must optimise his result- 
oriented work in order to increase his 
own managerial productivity for the 
innovation of ‘Technology’*. This is the 
result of intelligent planning, use of 
specialists* advice, application of manage¬ 
rial initiative and putting innovative ideas 
into practice. 

Careful and meticulous planning, pro¬ 
per timing of diversification programmes, 
intelligent use of qualified R &D managers 
in the implementation stage and effective 
coordination between various managerial 
task forces arc the factors behind the 
astounding success story of any techno¬ 
logy. The systematic, disciplined and 
result-oriented approach of managers 
and engineers have succeeded in making 
them R&D minded and oriented to the 
most promising areas for successful re¬ 
sults. Achievement-oriented work of 
managers certainly produces results. The 
results, by themselves, are not indices of 
the effectivensss of the managers. The 
true measure is the productivity of the 
effort put in tov\ards achieving the desi¬ 
red results of R&D work. Full use of 
the outside consultants and lines of com¬ 
munication with members of the scienti¬ 
fic/technical staff, i.e. supervisors and the 
R&D workforce, brings proposed chan¬ 
ges well in advance by discussion in 
‘open forum’ meetings at sectional and 
departmental levels. All this is possible 
because the finance manager has full 
confidence which makes many of the 
supervisors and workers volunteer to try 
out new schemes and methods and imple¬ 


ment them with modifications as required 
for the success of the R&D project so that 
the R&D project is able to deliver a 
“Technology”. 

This brings out an important principle: 
a manager need not himself work very 
hard in order to achieve results. He must 
have that quality of leadership in him 
which enables him to secure the willing 
services of people who arc competent in 
their respective areas of specialisation. 

For result-oriented R&D management 
the solution does not lie in hard work or 
overworking. Creative talent, innovative¬ 
ness, display of initiative, getting the 
subordinates involved in the accomplish¬ 
ment through effective leadership and a 
sense of proper perspective are essential 
ingredients for achieving successful resuhl 
without blood, toil, sweat and tears. 
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Economic Analysis 


Issues Before NABARD 


Whht TiiL Suth Five Year Plan 
(1980-85) has dovisud ihe strategy and 
methodo]og> for accelerated rural deve¬ 
lopment which aims on the one hand 
at mcrcasiji^,' production and pro¬ 
ductivity m agiiculturc and allied sec¬ 
tors, and on the other hand, at re- 
souicc and income developmml of 
vulnerable sections of the population 
in all the blocks of the country, the 
decision ol the Union Government to 
set up a National Bank for Agri¬ 
culture and Ruial Development 
(NABARD) as an apex body to meet 
the growing and complex ciedit needs 
of the farm sector and for ruml deve¬ 
lopment Is welcome though inordi¬ 
nately delayed. It may he recalled 
that a committee appointed by the 
Rcseive Bank of India had suggested 
I a NovembLi 1979, the establishment 
of NABARD to give undivided atten¬ 
tion, forceful direction and pointed 
focus to the pioblems aiising from 
integrated rural development. It is 
envisaged that the bank will be the 
apex refinancing institution in the 
countiy lor short, medium and long¬ 
term financing of agriculture and allied 
acirvitic'' which would also include 
nuukcting, processing and stoiagc; and 
setting up lural industries. Besides, 
the bank will combine in itself the 
devclopnicnlal and financial loles. 

The experiences so far gamed, how¬ 
ever, icveal that while the RBI pio- 
\idcs lefinance to the cooperatives 
and RRBs and ARDC pel forms the 
luiictions of development and rc- 
liiumeing institution, the rural credit 
structure at the grass-root levcl/bottom 
has become weak and moribund and 
IS becoming weaker and weaker day 
by day to perform the functions ex¬ 


pected of it. Thus, with the setting up 
of the NABARD at the national level 
there would definitely be changes in 
the policy having long term enects. 
However, these changes should simul- 
tapcous'ly produce changes at the grass- 
root level of credit stiuctuic which 
has been faced with unsurmountable 
and pernicious problems. The banker 
desires to know whether; (i) The PACS, 
PLDB and branch of the public seclor 
bank/RRB would be sufficiently sticng- 
thened in all respects to pcifoim 
developmental role; (ii) the opciational 
area would be demarcated m relation 
to the geographical demarcation lalher 
than functional jurisdiction to over¬ 
come ills of multiagency approach; 
( 111 ) The branch would be made fiec 
from compilation of inimnieTable 
statements so as to enable it to devote 
more time foi development purpose; 
(iv) the credet caimarked for disburse¬ 
ment would be linked with the supply 
of inputs, services and marketing faci¬ 
lities which h'^vc direct bearing on the 
process of development, creating an 
impact in the area and repayment of 
loans; (\) the credit so disbursed would 
be repaid iii most of the cases, if not 
all, without wasting scarce icsources 
VI/. time, energy and money; (vi) 
simplification and uniformity m pro¬ 
cedures of lending and documenta¬ 
tion common for all credit agencies; 
(vii) Its branch would attain a level 
of viability or break-even point, if not 
profitability; and (viii) problems of in¬ 
dustrial rcJationf would be harmo- 
niously/amicably settled to enable the 
branch to perform development func¬ 
tions. 

With the setting up of the proposed 
bank while the farmers, landless 


labourers and rural artisans desire to 
know whethcj they would secure 
credit for their various needs without 
security and immediately withm wulk- 
able/managcable distance, the Govern¬ 
ment and project officials aie inteiesl- 
ed lo know whether then taigets would 
be fulfil led/achieved with the disburse¬ 
ment of matching credit automatically 
and without any difficulty oi delay or 
complaining agamsf the bank. 

Thus, the peifoimancc of the pro¬ 
posed bank should not be judged 
merely on the consideiation of the 
quantum of refinaiicc provided, dis- 
bursc-ments made, recovery effected 
and stimulating the pn cess ol deve¬ 
lopment. The efficiency and eflcctivc- 
ness of the bank should be measured 
by how best the quantitative and quali¬ 
tative ofTorts have been made by it to 
enable every rural family to involve/ 
participate elfectivcly in the process of 
development, derive Us reasonable 
share m the generation of GNP and 
increase its per capita income and 
puichasing power. It is against this 
background that an attempt is made 
here to focus the issues before the bank 
in the light of experiences gamed by 
the credit institutions in the last three 
decades and suggest the measures 
which may have to be initiated by the 
bank to meet the expectation of the 
rural poor for lural development. 

Institutional rural credit channelled 
to the farm sector by various agencies 
during July 1978-'June 1979 totalled 
Rs 2,657 crorcs, showing a rise of 
Rs 471 crorcs over the* disbursement in 
the preceding year. The cooperatives 
accounted for the major share— 
Rs 1,740 crorcs (65.5%) followed by 
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the scheduled commercial banks Rs 760 
- trorcs (25 2%), State Ooscinments 
Rs 146 ciores (5 5%) and icgioiial 
rural banks Rs lOI ciores (^8®o) 
Indirect loans disbursed during the 
yea I by schedultd commercial banks, 
regional ruial banks, cential coopera¬ 
tive banks and the Rural Flcctnficalion 
Corporation are placed at Rs 841 
crorcs which indicate a ri'^e of Rs 154 
ciores (22 4‘u) oVci the Iasi year as 
against a decline of Rs 18 cioics in 
1977-78 ovci 1976-77 Thus the 
achievements wcie 81 76 per cent of 
the anticipated k\el ot Rs 4,100 croits 
^ which wcic llu taigcts tor the F itlh 
1 1 VC Ycai Plan (Rs 1 700 cious loi 
shoit-lcini credit and Rs 2,400 cioies 
foi the in\».stnKnt credit m the Krt 
>i n ol IMan (1978-79) to be adsanced 
b> the coop r 'li\cs and coinmcicial 
banks) 

One of tic most important land¬ 
marks in the hisloi\ ol rural cicdit 
s\stcm in India has been I he tntiv 
ol niajoi coinmcicial banks into the 
area ol laim hnancing liom ful>, J969 
Duiing the Seventies the conimcicial 
banks public scctoi banks ic-oncnted 
Ihcir Icidmg policies and procedures 
From stem it)-or rented to prcxiuclion- 
orrented class-banking to mass-bank¬ 
ing and cicditwoiihiness to rcpaying- 
capacIty-oirented They have siniplr- 
lied the formats, norms and guidelines 
Public sector banks’ advances to farm 
sod 01 increased fiom a mere Rs 1,680 
million in June 1969 to Rs n,35() mil¬ 
lion at the end ol December 1976 
and die estimated to be ovei Rs 21,000 
million as at the end of Dccombci 
1979 However the branches have 
been cxpeiioncing consideiablc con- 
stiamts in respect of manpowci, 
mobility, coopcraljon liom distiict 
admmisliatioi, etc Paiticularly, the 
role plaved by the Agiicirltiral 
Rehriancc and D^ vclomenl Coipoia- 
tion(ARDC) ha> been very signlicant 
during this period Its gross disburse¬ 
ment ol ichrance amounted to 
Rs 13,340 million by June 1979 

The strategy to build up the strength 
of the rural credit system continued 


and all out efforts were diiected to 
icvjtdlise and galvanise the PAC.S 
by ceding them to commercial banks 
which have the lequi^ite piofcssional, 
business and hnancial management cx- 
pertiKJ Beginning from 1970 to the 
end of December 1976, 3,543 PACS 
were being liranccd to the tunc of 
Rs 354 million thiough 528 branches 
of commercial banks m eleven States 
The piogicss b\ any standard has been 
vciy disappo'niing 

In ordci to help the small/maiginal 
larmeis and landless labouieis to 
secure credit inputs of production 
technical gindiiin, marketing facili¬ 
ties and olhci ‘hcimccs fiom one con¬ 
tact point one nioie expeliment was 
iniliatcd 111 19/t 74 to sponsoi the 
laimcis ''tiMci Societies (ISS) It 
was then tianshlcd into a nicasuit 
foi helping the \\c,»kcr sections ol tjjc 
socicl> Thcit weie ^46 1 SS opcialing 
at the end ol M nch 1977 A sample 
study of lilt woiking ol 165 Pss, 
howcvei, showed that they loo like 
others have laikd lo come up lothc 
expectations 

Alongwiih tlK stiategy loi budding 
up the stienglli of the PACS, the 
scaich lor altcinative institutioral 
arrainiemenls to dose the credit gfips 
in the luial sectoi becomes incicasingl> 
icit Accoulmtls the ycai 1975 wit 
ntssed an cspcuraenl under which 
five Regional Ruial Banks (RRB) 
wcic set up I licse banks had been 
set up in the legions whcie the pio- 
portion ot the weaker sections was 
iaige, cicdit gaps wcic also wide and 
the poicnliul lor farm development 
was’‘ubstantial By the end of Maich 
1981 ihcie had been 100 RRBs m 
the counti, These banks also faced 
considerable pioblcms in respect ol 
manpowci, inobildy, cooperation Irom 
other institution^ including sponsor 
banks and cooperative banks 

The o\erdll strategy to develop a 
viable luidl cooperative credit structure, 
however, has met w'lth limited suc¬ 
cess The stniclute at the village and 
district levels has been found adminis- 
tiatively, organisationally, operationally 


and financially weak in most paits of 
the country, particularly in the under¬ 
developed legions In seven States, 
all the District Central Co-opeiative 
Banks (DCCBs) aic classified as weak 
and non-viable De*‘pitc the fact that 
the cooperatives have since 1951 re¬ 
corded good progress these ipstilu- 
lions have yet not won the confidence 
of the people J rom a meic three 
per cent m 1951, their share rn the 
total cullivatois boiiown gs increased 
to 31 per cent in 1976 IJowevei, as 
ot Maich 3] 1976, thc> had a total 
membership of 40 million oul of 71 
million rural households Fuither, 
our of 40 million members only 15 
million members (38®^ ol the total 
numbers) borrowed from them Per 
hectare loan nriged from mere Rs 4 
in Assam I o Rs I SS in Kerala Besides, 

It was less than tht national average 
of Rs 62 in nine out ol 17 Stales in 
the counti> 

The pciloimancc of the coopcia- 
tivcs duiing Seventies thus showed 
that only a small pioporlKii of the 
cultivating house-holds boiiowcd 
fum thclhnnaiv Agriculiuial CiedU 
Societies (F^ACS) The ciuantum 
of loan availed of by them reflected 
on the continuance of traditional pat¬ 
tern ol (aiming The data collected 
under the All India Debt Fnvestment 
Survey (1971-72) showed heavy dc 
pendence ol small cultivators and 
landless labourers on non-mstitutional 
scnitccs ol cicdil The picture at the 
end of the seventies lends support to 
the disquieting feature ot small culti¬ 
vator s hcav> dependence on non- 
inslilutional sources Thus, the efforts 
of icoiganising and strengthening the 
PACS/coopciativcs at village level 
as also rehabilitating the DC CBs at 
the distiict level did not >icld worth¬ 
while results 

While llie pioccss ol reorganisation 
has biought down the number of 
PACS by OVCI 7,2()0, >ct out oF the 
lemaming 116,000 '•ocieties nearly 
9 000 arc doimant The bon owing 
members have declined by about seven 
per cent from 40 per cent m the pre- 
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ceding year to 33 per cent in June 1978. 
An official survey of the Reserve 
Bank on the working of the schemes 
of PACS ceded to the commercial 
banks in five States where the scheme 
was introduced initially on a pilot 
basis, revealed several shortcomings 
vi/. high overdues, low percentage of 
borrowing members, persistence of 
operational weakness, inadequate 
financing of small farmers, etc. The 
commercial banks' credit has been 
additive and has not helped to fill the 
geographical gap in the availability of 
cooperative credit. Many associate 
PACS arc reluctant to abide by the 
financial discipline of banks as also 
to appoint full-time paid secretaries. 
No cooperation has been forthcoming 
for converting non-viablc/dorinant 
societies into viable ones. Also not 
all State Governments have favourably 
reacted to the question of ceding 
PACS to banks. The experience, 
however, does show that banks cannot 
succeed unless positive support has 
been committed by the Government 
and the cooperative department. 

While RRBs were set up with great 
enthusiasm, they too have not come 
upto the expectations on the score of 
coverage of rural poor. Attitude of 
the cooperatives and Slate Govern¬ 
ments towards RRBs has been totally 
lukeworm which is reflected Jii very 
little or no progress in the matter of 
coding PACS or allowing RRBs to 
sponsor FSS so as to enable them to 
cover large number of weaker sections 
of the society in a short period. 

The policies pursued by the Govern¬ 
ment from time to time in creating 
the rural credit sliuclurc and enlarg¬ 
ing its scope of operation have pro¬ 
duced adverse eflccts of long-icim 
nature on planning, managing and 
administering the rural credit and 
deserve attention of all those con¬ 
cerned with the subject of luial credit. 
A few of the noticeiibJe efiecls arc 
highlighted as under : 

With the adoption of multi-agency 
approach for channelling institutional 
credit, today there are cooperatives. 


commercial banks and Regional Rural 
Banks functioning simultaneously in 
the field of agricultural credit. This 
has created problems for the efficient 
disbursal of credit such as: (i) The 
existence of a number of agencies 
retailing credit in a common area of 
operation leading to uncoordinated 
credit disbursal resulting in multiple 
financing, over financing/vnderfinanc- 
ing, financial indiscipline, delay in 
financing and diversion of scarec re¬ 
sources to unproductive purposes; (ii) 
the inability of credit agencies to 
formulate and develop meaningful 
agricultural credit programmes on the 
basis of area approach; (m) problems 
of overlapping and duplication of 
banking facilities and consequent 
wasteful expenditure, besides unhealthy 
competition; (iv) problems in the re¬ 
covery of credit, since more than one 
agency may have claims on the same 
inccme/security; and (v) problems aris¬ 
ing out of difTcrcnt systcm^, procedures 
and policies, security noims, service 
and supervision charges, varying in¬ 
terest rates, etc. Jn fact, the concept 
underlying the adoption of mulli- 
acency approach is that each agency 
will supplement the resources/fill the 
credit gap when other credit agency 
IS not in a position to meet the credit 
needs of the area. However, it has 
been observed that every agei cy 
enters into the area with the spirit of 
competition and supplanting the exist¬ 
ing agency. This has, thus dislocated 
the rural credit structure and ham¬ 
pered the development proces.. 

The position in respect of overdues 
of DCCBs has deteriorated in respect 
of both amount and percentage to 
outstanding loans. With overdues form¬ 
ing 36 per cent of the loans out¬ 
standing, the capacity of these banks 
to secure funds as well as to raise 
their advances has been stveiely 
limited. Further, more than a fifth 
of these banks arc not yet having 
adequate business judged on the basis 
of the viability norm of a loan business 
of rupees two crores. The situation 
is worse in respect of PACS. More 


than 52 per cent of the borrowers 
have become defaulters and overdues 
amounting to over Rs 800 crores 
form 45 per cent of loans outstanding. 
As far as overdues are concerned, 
land development banks have fared no 
better than the DCCBs or PACS- 
The overdues of the Central Co¬ 
operative Land Development Banks 
increased to Rs 127 crores forming as 
high as 48 per cent of the total demand. 

The recycling of funds has aUo 
become slower in the case of public 
sector banks with the poor perfor¬ 
mance of recovery. The recovery 
performance (50.8%) of these banks 
has been a cause of grave concern. 
The unchecked rise in overdues clearly 
calls for firm measuies which cannot 
be introduced unless the Governments 
provide adequate support to credit 
institutions. 

The loanable resources of the credit 
institutions have thus started drying 
up thereby bringing down the pace of 
farm development and making them 
ineligible to borrow from refinancing 
bodies. The worst affect of this may 
be realised in future from the fact 
that; (i) It would make the decision 
making process on the part of bank 
management difficult in regard to its 
lending policies, procedures and opera¬ 
tions; and (ii) the money lenders and 
pawn brokers would then drive the 
rural folk, living so near the brink 
of destitution, deeper and deeper into 
the morass of indebtedness. 

Though every agency has realised 
that coordination amongst different 
credit and developmental institutions 
pays rich dividends, there has been 
utter lack of coordination between 
different agencies. This has resulted in 
the failure of meaningful implementa¬ 
tion of many important schemes/pro- 
jects/programmes. The public sector 
banks formulated impressionistic sur¬ 
vey reports as also district credit plans 
for their lead districts but in absence 
of coordination, the successful im¬ 
plementation remained a peper exer¬ 
cise. Past experience suggests that 
the problems of coordination are not 
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necessarily structural and procedural, 
but they are deeply rooted in the 
interplay of conflicting interest groups 

The success of the ruial credit 
structure would depend essentially on 
the ability and willingness of the 
management of credit institutions to 
design innovative products that suit 
the needs of different segments ot luial 
community The experience ot the 
past 30 years piovcs that the weakness 
of the base level PACS Cdiinot be 
explained entirely in teinis ol vaiiable 
implicit in the pattern of then le- 
forms It can be Iciigdy attiibuted to 
' the deep-rooted powei stiucturc at the 
local and State levels 

Besides, the question is not one 
of Identifying the opciaHonal und 
policy aitas which icqune coordination 
but It IS that of leconciling conflicting 
political inteiests and institutional im¬ 
peratives Analysis of the cxpeiicnccs 
m the past show that whatever may 
be the sound tuial credit system—so 
well conceived and meticulously de¬ 
signed It would fail to meet the ex¬ 
pectations unless the political and eco¬ 
nomic interest groups lecognise then 
I ole in the development pioccss 

In the light of these experiences the 
pioposcd bank—NABARD—will have 
to provide efleutivc leadership and 
bung m new dynamism in the aica of 
rural credit 1 or this NABARD may 
have to reorder/rev amp the rural credit 
structure itselt with a view to 

(I) Developing an efficient credit 
disbursal system through a single 
agency (having common oiganisation 
and administrative set-up thioughouf 
the country) which has identihcd itself 
with the majority of the rural people 
of our country All the needs—credit 
and non-credit—should be supplied by 
this agency in the village itself, 

( II ) Simplifying the lending pio- 
cedure and documentation as also 
introducing unifoim terms ol financ¬ 
ing throughout the country, 

( III ) Introducing ‘one borrowci— 
one financing agency’ concept and 
*Farm planning and farm budgeting* 
approach to optimally utilise the ro- 


sources and increasing rural family’s 
income, 

(iv) Refining the methodology for 
foimulation and implementation of 
district ctcdit, 

(v) Devising a novel approach to 
ensure quick lecyclmg of funds and 
arresting the alieady deteriorating le- 
coveiy position, and 

(vi) Setting up R &D wing for 
undertaking intensive research m the 
aiea of luial cicdit and ruial develop¬ 
ment and foinuilating development 
projects in the light of findings and 
needs 

It IS true 111 It one single cicdit 
agency shull not tie in a position to 
piovidc all the needed cicdit m the 
country loi achicMng thedcsiicd goals 
cnshimed in the Plan documents As 
there has been a huge cicdit gap m 
almost all the districts ol oui coun- 
tiy, multi agcnc> approach has been 
accepted unclei Nvhich a farmer secuies 
Cl edit tioin saiious souices located 
around ins village \iz branch of a 
coimncicial hank branch of a regoinal 
juial bank, Pinn iiy AgucuItuiaJ Cicdit 
Sociel> Pnmaiv Land Development 
Bank and laiiiitis’ Service Societies 
Not only tjic rnuln-agcncy appioach 
in the present loim has ciealed plcnt> 
of pcinicious pioblems as nariatcd 
carliei in this at tide, but this appioach 
has left out a laige number ot lai- 
mers, villages activities, schemes, 
projects ind piogrammes fiom the 
puivitw/lold <^>1 Cl edit Thus, while 
muiti-dgcnc> approach has to be 
accepted as a concept tor meeting 
large-scale dcniand for ciedit m oui 
ruial areas in an organised way, it 
IS utmost csseiuial and urgent that the 
rural credit siiuctuie at the grass- 
ijjpt level/'illagc level which has been 
the oiganic link with the ultimate 
borrowers/benciicIaiies in the village 
needs to be totally revamped^ Along 
with this, thcic IS also a growmg need 
for redefining the relationship between 
the grass-ioot level cicdit agency, and 
financing and refinancing institutions 
such that a continuous flow of ciedit 
to the villages, lecycling of funds and 


conspicuous impact on the life of the !" 

beneficiaries is sustained y, 

* ► 

In order to achieve this end, it is ;; 
necessary that a group of two or y 
three PACS at the village level should ! I 
be meiged/amalgamated and deve- i; 
loped into Farmers’ Scivice Societies 1 1 
The lolc ol these societies should be, 
as suggested by the National Com- JI 
mission on Agncultuie, to convert 
credit into seivices and output In i I 
shoit, this society should cater for the 11 
icquiicments of all the lural house- 
holds—faimcrs labouiers, artisans, ^ [ 
scheduled casle/schedulcd tubes etc— J! 
in the village in icspect of ciedit, 
inputs, raw-mateiials, technical gui- 
dance, stoiagc piocessing and market- o 
ingfacilities, lepaiisand othei services * I 

Jhis may also include piovision of II 
controlled commodities- steel cement, 11 
etc—foi the faimeis as also consum II 
able stoics foi wcakci section cd the II 
society 11 

i * 

Thus, thcic should he erne 1SS II 
at least foi a group of 20 to 25 vilJagcs I! 
depending upon the needs and the II 
magnitude ot households This FSS 
should be linked with ciijici com- II 
mcicial bank oi coopeiativi bank or 
Regional Ruial Bank foi the puipo'c ** 
of receiving shoit, medium and long- ;; 
Icim credit and expcifi'-e Joi foimu- y 
lation of piojccts The aica ol fhc 
distiicl should be s( gcogiapfiically j; 
demarcated amongst each of the banks ;; 
—commeicial, cooperative and Rc- ; J 
gional Ruial Bank-that each one is y 
enabled fo piovidc cicdit lacilitics and j; 
othci icquiicmcnts to I he FhS The 
number and spicad of FSS to be ;; 
financed b> these banks should also y 
be decided m terms of specific numbci j; 
of villages Thus, 1 SS will piovide ;; 
all the cicdil needs of the rural house- ; ‘ 
holds- shoil medium and long teim— ;; 
including consumption needs of the ;; 
wcakci section of the society ;; 
The coramcicial/coopciativc/Regional ;; 
Rural Bank providing all the needed ;; 
credit to then I SS will be icfinanccd J 
b> the NABARD Thus, thoie cannot t 
be oveilapping areas as also areas x 
left out fiom the puiview/fold of J 
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crcdU agencies. ToiUiy quUc a laigc 
; number of villages aic not linanccd 
; simply because they arc far tway 
I from the branch of the coinmticial 
t bank and the PAC'S louilcd in iJicsc 
f villi'ges are eithoi fnoiil»uiid oi wtak- 
t Then, (here aie villages wJuth aie 
^ within/sunounded by a nclwoik of 
I branches of coninicrcMl banks. 

L The lending pioecduie, tenns of 
k iiiuiiLing (Iale ol inleicsl, nuugin, 
L security etc), app’icatum luinis, dtKu- 
y Jiicnts to be e\ocii!eci bv Ihe bonowcis, 
should be unilbini throughout the 
coantiy and commcni for all Farnicis 
Service SiK'ielics nrespective of the fact 
that l\SS is iiiunccd by coniniercial/ 
coopc rati VO/ Regional Rural Bank. 'J he 
lending proceduie especially the appli¬ 
cation foims, smiril> documents etc. 
should be s(^ sinipfiticd that li,e 
bonovver should not Jind it difficult 
to undcistand Us implications. The 
concept ol one boriowei-one cicdit 
agenc> should be accepted and accoid- 
ingly the assets and liabilihes of I he 
borrower should be made known to 
the ciedit agency to estuiialc iind li\ 
the credit liniit. The pn^penty fiich 
as land and sliuctuies possessed by the 
farmeis, artisans irrespective ol the 
size of the liirrncis should be cciuU- 
ably 11101 tgaged to tiic ciedu agency. 
This will prevent the boriowei to 
create cJuugc on tins laiid/piopeity 
in J’avour of inoriey-lendei or other 
institution feu fiirlher/addUronal bor¬ 
rowings wliicii writ jeopardrsc the le- 
paying capacil} of the faimeis and 
propelly so mortgaged to the moncy- 
lendei oi institution will delciioratc in 
Its piodiictivity in the long run as 
no further investintnl would be 
pos.ihic cm this liijul and consequently 
Iheic cannot be addilicnal return/ 
suipluVsaving^re-invcstnient. Of course, 
the Gi>vc*nirnent will ha\c to simplify 
the procccluic of\aiious moitagacs to 
be executed in tiivoui ot institutional 
agcneic*. 

The FSS should be manned by 
an adequate number ot staff so that 
all the functions connected with the 
dispensation of credit, supply of in¬ 


puts, raw materials, technical guidance, 
niarkeling facilities, repairs and after¬ 
sale services of the farm-equipment/ 
village industries, follow-up, super¬ 
vision of the end-use of credit, re¬ 
covery etc could bo performed effi¬ 
ciently. Thus, an adequate number of 
field officers in the important areas 
of cooperative credit, agriculture, 
animal-husbu ndry, villagc-indust i ies 

etc should be provided- Ihis staff 
should be piovidcd thorough tndning 
in the areas of agiiculturc, luial credit, 
rural development, business manage¬ 
ment, public relations etc. There 
should be a cadre of such field officers 
who can manage the aflairs of FSS 
on the piintiplcs of business and 
management. Jn fact, the root-cause 
of the failuies of the existing PACS, 
F’SS and branches of conimercial/CO- 
opeicit'VC*/Regional Rural Bank to live 
to the expectations of the farmers, 
Government and bank management 
has U> be lour’d in inadequacy of field 
ofJ icers, lack of training and guidance, 
lack ol mobility, unaware of job role 
and icsponsi bill lies etc. I’he problem/ 
constraint ol the larmer/rural artisan 
in the adoption of new techn<dogy 
and raising his farm-output has to 
be found rn the lack of effort on the 
pait of Cl edit agency to, (i) frarisfer 
the viable technology, (li) provide 
managerial assistance and (m) under¬ 
take marketing of his produce. There 
IS utlci confusion on this area of 
icsponsibilitics as to who should per¬ 
form those functions; whether Govern¬ 
ment or tJic bank, and in the process 
lie farmer and bank both have to 
suffei. 

Now that tire Government has 
introduced practically in all the States 
the ‘I'lariiirig and Visit System’ under 
which one Village Extension Worker 
IS provided to look after 600 farm- 
fiuniiies iii a group of three to four 
villages, there is an urgent need to 
prepare family-wise “farm plans and 
farm budget". This will help the 
FSS to appreciate to what extent the 
potential for farm development could 
be exploited on the basis of available 


rcsources—land, irrigation, labour, 
livestock—skill, technology etc. Farm 
budgeting exercise will ensure optimum 
utilisation of these scaicc resources, 
deployment of funds, generation of 
employment and income at desired 
level, viability of the scheme, streng¬ 
then the lisk-bearing capacity etc. In 
the present system this aspect is loliilly 
neglected as a result of which a margi¬ 
nal i'armer/vjIJagc craft is not in a 
position to generate additional in¬ 
come out of his fuim activityy'cottagc 
indusliy. 

Farm planning and farm budgeting 
exercise will enable the farmer, 
village extension worker and 
the FSS to appreciate whelhei his 
present resouice,s have Ihe potentiali¬ 
ties for generating additional income 
from which ho cun icpay the loan 
instalment, pay intcJCst and iclain a 
small sum for his consumplion. This 
would lead FSS to adopt “crop-cum- 
livcstock-cum-aquaculluic system app¬ 
roach" which will engage the faimar 
and his family in diversified acti¬ 
vities and relieve him fiom iisk The 
fariiicrs/arlisans would also be identi¬ 
fied by the stair and provided train¬ 
ing so that they can learn better tech¬ 
niques and acquire skill lor impioving 
their output and income. Womenfolk 
can also be idcntqied and piovidcd 
training in respect of self-cniployincnl- 
generatioi) schemes— dairy, cottage in¬ 
dustries. Besides, child caic, applied 
nutrition, public hyigcnc and sani¬ 
tation, voluntaiy adoption of family 
norms, literacy programmes can also 
find favour with womenfolk and they 
can bo involved inerca.Mngly in this 
area for bettcimerit of human society. 

The FSS and the financing bank 
would then be in a better position to 
make use of the infrastructure created 
for agricultural development by the 
Government in the country viz. re¬ 
search, extension, education, National 
Seeds Corporation, State Farming 
Corporations, Agro-Industries Cor¬ 
porations, Land Development Corpora¬ 
tions, Lift Irrigation Corporations, 
National Agricultural Marketing Fe- 
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deration. Sheep & Wool Development 
Corporation, cooperatives in the area 
of cotton, sugarcane, and milk produc¬ 
tion etc Besides, ‘Farm-planning and 
farm-budgetting’ exercise will enable 
the FSS and the financing bank to 
determine tlie genuine and wilful defaul¬ 
ters Those who arc genuine defaulters 
their line of credit can immediately be 
started with proper built in mechanism 

There are also a good number of 
faimeis who aie indebted either to the 
coopeiativc bank or the money-lender 
and have suHcied on account of 
natuial calamities in a senes of years 
At present these farmers are not 
financed by the bank, and nobody 
bothers to appreciate their problems 
and assist them I heir land had already 
dcUrioratcd in prodiictnily because of 
llic theory of vicious ciicle ‘no-mvest- 
ment nitans no-pioduction’ These far¬ 
mers \\ould under ‘Farm-Planning and 
faim-budgctting' exercise b‘ idcntilied 
and an understanding of their balance 
sheet (issets and liabilities) would be 
useful tor devi loping a long term plan 
involving ‘eiop eum-Iivcstock-cum- 
village indusliics’ system approach 
which would augment their income 
cvciy yc ir from w^hich a small sum can 
be spai cd to I cdcem t he old debt as also 
present borrowings and some amount 
could be used for family consumption 
All this icqunes a detailed household 
cxcicisc which can only be done by the 
expert > of 1SS and the financing/ 
refinancing institutions Then our 
agiicultuic would sustim and gcnciatc 
economic streneUi to the family. 

The exercise will as<!isl the I SS and 
the bank to intensify the effort foi bring¬ 
ing about intcgialed ruial development 
wherein the task has been to • (i 
identity families below the poveity-linc 
(ij) classify the families m terms of 
annual per capita income groups and 
(ill) formulate production programmes 
for each family in consultation with 
the head of the household with a 
view to raising its income above the 
poverty-line This exercise will also 
prove to be useful in identifying the 
beneficiaries who are eligible for 


subsidy Thus, it is possible that 
subsidy in most of the cases can be 
given to those for whom it has been 
provided by the exchequer 

FSS set up at the grass-root level 
would be financed by the commercial 
or cooperative or Regional Rural 
Bank Thus, this financing institution 
would be an organic link between the 
rSS at the grass-root level and the 
NABARD at the national level This 
institution will have therefore to be 
drasticnlly rcsimctured so that it is 
enabled and fully equipped to pliy 
the role of the development and 
financing institution in a more com 
mitted maniici Today, the PA( S, 
branches of tonimercial banks, legio 
nal lural bank, distiict conlial co- 
opciative banks and land develop 
ment banks hive inadequate field staff 
Besides, they aic not properly tiained 
and exposed to the concept of rural 
lending opciations* Their mobility is 
restricted tui the ground that lural 
lending is a losing proposition and 
their proljtabilil> is cioded These 
financing inslit'Uions may have to be 
manned by txpcits in the aica of 
crop produehon, agricultural engi¬ 
neering, fishciics animal husbandly, 
plantation, horticulture, management 
rural mdustlies etc They should be 
in a position to formulate, implement 
and monitoi hirm and rural develop¬ 
ment pioicsls successfully and show 
results 

With the Ik Ip of latest manage¬ 
ment tools Ihcy should be able 
to conduct kclinical, economic ind 
financial appraisal of the loan pro 
posals and ulvisc the lop manage¬ 
ment at IHl CLntrdl office to take 
quick decuions They should conti¬ 
nuously rcmiin in touch with the 
latest developments taking place in 
their rc>pcctivc field/disciplme in 
India and othci advanced countnes 
They should analyse the economic, 
banking and marketing ticnds in India 
and guide the FSS They should co¬ 
ordinate the effort of various mstitu- 
tions/agcncics in implcmcnling the 
development projects successfully 


While profitability and cost-conscious¬ 
ness should be the considcnition of a 
commercial institution, effort should be 
made to optimise the return on the 
investment to be made for rural deve¬ 
lopment by continuously improving the 
methods and techniques of project 
formulation and appraisal Often the 
staff at the bianch region and central 
office level has been busy in routine 
banking work and collecting innumer¬ 
able st«itistjts and tabulating them in 
vaiious foimats foi submission to RBI, 
Go\crnmcnt offices and different 
forums foi discussion The new report¬ 
ing system devised by the RBI is an 
example 

Thus, unless this is rectified/ 
coiiLCtcd the staff IS less likely toper- 
form developmental role Instead of 
calling data on various paiameters, it is 
iicccssdT\ th It only statistics on broad 
national trials vi/. share of priority 
sector in total advances, sliaic of agri- 
cultiiic in total piioiity sector advances, 
share of weaker sections of the society 
in the agnciiltui li advances share of 
DRI cid\dnccs 111 the total bank credit, 
percentage share of DR I advances for 
SC SI credit dcp» sit i itio of luial and 
semi uiban aicas shaic ot rural indus¬ 
tries in the total small scale industiies 
etc should be called for and rCMCWcd 
and steps taken to improve the pei- 
formanct Besides theic is need for 
computerisation ol piiority sector 
accounts ind lending winch may have 
to be mitiaP d by N \J}ARD at the 
nation il k\cl 

\MiiIl mill ill> ndsanfauc shi>iild fully 
be tikcn of the disliicl credit plans 
finnuilatcd foi tlu period 19M) '2, by 
the public sccloi banks, methodology 
needs to be icfincd for foininlating 
future plans tor the period 198V85 
and onwards This calls foi gearing 
up sticngthcning the district level 
machinery in Ooxcinmcnt offices which 
have to siou and supply the latest data 
foi forniilMng schemes pi ojects/pio- 
gramnics of development and estimat¬ 
ing credit needs and resources for these 
schemes Datagap and often outdated 
data at the distiict level have been the 
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root'-causefor defective/faulty planning. 
NABARD will have to provide leader¬ 
ship in this direction and impress upon 
the Ccntral/State Governments to play 
a positive role in this respect. 

Mounting overdues at all levels with 
all the banks have dried up the 
loanable resources of financing 
institution and made them ineligible 
to drew refinance from refinancing 
institutions. Recent move in states 
like Maharashtra and Tamil Nadu to 
of small farmers* debt has futther 
created problem for the banks. 
It is this urea which challenges the 
NABARD and focuses its atten¬ 
tion to devise a system whereby 
continued dctcriortating recovery 
position is arrested and recycling of 
funds is continuously sustained. For 
this purpose, rescheduling the repay¬ 
ment period should be adopted, risk 
stabilisation funds may have to be 
created, rural insurance will have to be 
made compulsory, and DICGCI cover 
should be extended to all the impor¬ 
tant activities in a simplified procedure. 
While these steps would help genuine 
defaulters, exemplary punitive measures 
would have to be resorted to against 
wilful defaulters through suitable 
enactments/amendments in the existing 
laws. It is unfortunate that in some 
of the situations the political pressure 
and indifferent attitude of the Govern¬ 
ment have aggravated the problem. 
This will have to be done away with 
in the interest of rural development 
for rural poor. It is envisaged that 
N.^BARD would maintain a national 
rural credit fund and a national 
stabilisation fund. While the national 
stabilisation fund should be employed 
judiciously to rehabilitate the victims 
of continued natural calamities, inno¬ 
vations may have to be introduced 
from time to time to overcome the 
problems of recovery from genuine 
defaulters. 

NABARD may have to be fully 
equipped with highly qualiiied and 
experienced persons who may have 
technical -cum-banking-cum - manage¬ 
ment expertises essentially required for 


the farm and rural development pro¬ 
gramme. Their rich experience and 
knowledge should enable them to 
provide expertise in formulating 
projects which are feasible and which 
can be implemented under Indian 
situation with a maximum degree of 
success. They should be able to 
provide comprehensive guidelines 
to the financing institutions for formu¬ 
lating, implementing and monitoring 
the development projects. NABARD 
may have to accord priorities to the 
projects such as those relating to 
bio-gas, soil and moisture conserva¬ 
tion, dry-land forming, desert 
development, rural and cottage 

industries, agro-service centres, social 
and farm forestry, pasture and 

fodder development, land develop¬ 
ment and reclamation, canning and 

processing projects;, agro-based 
industries including recycling of agri¬ 
cultural and animal husbandry waste, 
economic utilisation of fibres etc. 
which arc of urgent national impor¬ 


tance and develop guidelines for 
their successful execution. 

NABARD may have to set up a 
full-fledged R & D wing in order 
to conduct intensive research in 
the area of ‘‘Rural Credit and 
Rural Development'’ on a conti¬ 
nuing basis and findings of these 
research studies should be utilised 
for evolving guidelines as well as 
amending the provisions of certain 
acts for accelerating the flow of rural 
credit for rural development. Compre* 
hensive evaluation studies should be 
undertaken by NABARD on a conti¬ 
nuing basis to evaluate the benefits of 
projects and estimate the extent of 
benefits. NABARD should have a 
very effective liaison with various de¬ 
partments of the Union Ministries and 
those of State Ministries. It should 
be able to impress upon State Govern¬ 
ments to play a positive and dynamic 
role in removing the constraints 
coming in the way of development in 
a time bound programme. 
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In the Nation 


Steel Output: Uptrend Maintained 

It is gratifying to note that steel produc- tonnes- both new records for any quartei problem and tail ways are able to move 
tion during the first quarter of the current Compared to the output dunng the cor- the requisite quantities of other raw 
fiaancial year has been well maintained, responding period last year, the produc- mateiials 

TTie output of saleable steel at the live tion of saleable steel was 116 7 per cent Significantly enough, the output at 
integrated woiks of the Steel Authority higher 

ofindia (SAll ) at I 2'>3 million tonnes The Durgapur steel plant also has improvement during the thicc months to 
ciceeded the production during the cor- done well by yielding 194,000 tonnes of p,eduction during the cor- 

fcsponding period last year by as much as saleable steel and 240,000 tonnes of responding period last year I he mini 
307,000 tonnes, i e by 32 ^ pei cent The ingot steel during the three months to 

output of ingot steel amounted to 1538 June, as against 108,OCO tonnes and jhc supply of steel from indigenous soui- 
million tonnes It was 241,7(0 tonnes 171,000 tonnes, icspectively during ccs,thus,shouldregisteramarkcdimpio- 
(about 19 per cent) moie than the 12963 these three months last year This level j^^,p b„nging 

million tonnes picduction during April- of production had earlier been achieved down imports In fact, the SAIL is con- 
Junc last year two years ago The output of saleable ^ijering exports of some categories of its 

In comparison with the terminal quarter steel at Rourkela at 231,000 tonnes was production so that the foreign exchange 
of 198(t-S 1, when 1 4949 tonnes of saleable higher by *.9 1 pci cent in comparison outgo on account of import of other 
Iteel and 1 "^896 million tonnes of ingot ''dh the production during Apnl-June category is neutralised to some extent 
iteel were produced, the April-June figures 1980 Marked improvement has already taken 

ostensibly suggest that the tempo of pro- Bhilai’s Performance place in the supplies of HR coils and 

duclion has decelerated Hut this is an production at Bhilai has also coils»—iwo major import items 

erroneous^ impression* tlie first three stai ted picking up and the lune output 
months of a financial yeai aic a period exceeded the last year’s production of 
of lean production primarily because both ingot and saleable steel by a 
aanuai, extensive maintenance program- significant margin The production at 
mes arc undei taken during this period due q tonnes of ingot 

to power supplies being restricted and in 125,000 tonnes of saleable steel 

order to build up coal stocks bcfoic the ibe highest for any quartci, the 

rainy season In leims o! the propoi- former since 1977-78 and the lattei since 
tionate target foi the three inonlhs, the 1976.77 Ihtse pioduction figures were 
shortfall has not been veiy signihcant in b,giic, bv 12 7 and 10 6 pei cent in Andhra Pradesh has maintained the 

the caseol saleable steel through it is tompaiison to the output during April- very significant rate of industrial growth 
slightly more pronounced in so far as the ^car recording in recent years, in 

production of ingots IS concerned The The first quai ter s performance augurs 1980-81 also The comfortable power 
prima.v icason loi this appears to he well 1 01 this year’s production targets of P^^Hion, an industrial front free from 
inadequate power supply at Bhilai and SAIL plants, both lor saleable and ‘^Irifcs, a stable administration and an 

Rourkela Powci restrictions in the case being accomplished buicaucracy, manifested through 

of the foi mci were very significant right up j^e target tor the production of saleable efficient promotional organisation 

to cailv lune It, indeed, would have been been set at "s 73 million tonnes, spectacular lecord. 

fpossible to achieve the proportionate tai- approximately 20 7 per cent higher than 1 mention the record as spectacular for 
gets or even exceed them maiginally had the last year’s pioduction at 4 746 million several reasons Look for instance at 

powci siipplv not been a hindrance tonnes Though no formal target has the perlormance of the Andhra Pradesh 

The most heartening achievement, of been set foi ingot steel, its production State Financial Corporation (APSFC) 

(Course, has been the building up of produc is envisaged to be raised to around 7 3 Some six years ago APSFC wa lower 

jtion at the' Pokaro stcelwoiks -one of the million tonnes It is felt in responsible down the ladder with sanctions for 

major task* the SAM has set before itself quartets that it might be possible to projects amounting to at just around 

during the curieni financial year Ihe even marginally improve upon the Rs8 crores In the subsequent years 

output of ingot steel at Bokaro during targetted performance if the supplies of APSFC expanded its activities manifold 
Apnl-June amounted to 41'^ 000 tonnes coking coal can be improved, power and by 1979-80 comfortably overtook the 
pid that of saleable steel to 338,000 availability does not pose a seiious leaders Gujarat and Maharashtra and 
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Andhra Pradesh 
Continues to Lead 



reached the Numbei One position by 
sanctioning Rs 39 63 crores It retained 
^ its position as Number One among the 
State Financial Corporations in 1980-81 
also Sanctions made during the year 
amounted to Rs 47 38 crorts extended for 
2417 units The portfolio was well 
balanced with engineering, food proces¬ 
sing, chemical and chemical products, 
transport, non-metallic mineral products 
and hotels, each accounting tor a signilh 
cant shaic 

The giowth in disbursements also was 
sizable at Rs ^0 65 ciores made duiintr 
1980 81 oi an aveiage ol over Rs 8 lakhs 
per day tnough attention had been 
^ given to the needs of small-scale units 
(which accounted for 70 pei cent ol 
sanctions) and foi locating units in 
industMall> bickward areas of the State 
(()\cr "^0 pwT cent ol sanctions) APSI C 
IS now in Its 2sth year At the end of 
March 31, 1981, cumulative sanctions 
stood at Rs 209 70 ci ores and disburse¬ 
ments at Rs 130 04 crores 

APS! ( has been alcil in the recovery 
ol overdue amounts Total overdues at 
the end of the ycai amounted to Rs 9 65 
cioies I he peiccntage of overdues out¬ 
standing as at the end of March 31, 1981 
declined significantly from 12 2^ at the end 
of 1979 80 to 9 84 at the end of 1980 81 
" In a recent chat with me the Managing 
Dircctoi ot APSI (, Mi A Valliappan, 
rcJcricd to the spied of processing applica¬ 
tions, liberalisation and the streamlining 
of pioccdural formalities which made it 
casyfoi entrcpicneurs to deal with the 
corporation He also referred to the 
close monitoring of the performance of 
assisted units with a view to detecting 
any sickness that may be developing 
Mr Valliappan rcfci red to the catcgoii- 
sation of such units with a view to explor¬ 
ing the possibilities of reviving these cr 
intioducing changes in management or 
selling of assets or ievoking ciedil 
guarantee clauses to lecovcr dues to the 
extent possible and wiiting off the 
balance. He cited the instance of 
Associated Glass Industries recently 
getting merged with the Hindustan 
Sanitaryware as a successful case ol 
revival of a dormant unit. 

The corporation has strengthened its 
financial base by an addition of Rs 380 
lakhs contributed towards the share cap- 


tal by the Andhra Pradesh Government 
and the Industrial Development Bank of 
India The paid-up share capital of the 
corporation as at the end of March 31, 
1981 stood at Rs 9 47 crores This 
strong capital base has helped the cor 
poiation laisc sizable additional sums 
fiom olhci sources through bonds, 
foi instance, Rs 5 23 crores Its le- 
covenes amounted to Rs 6 63 crores by 
way of piincipal and Rs 6 56 crores by 
way of repa>mcnt of interest Refinance 
assistance received from IDBI during the 
yeai amoiinled to a handsome Rs 18 54 
crores 

The eumulalivc result of these various 
activities euntiibulcd to a profit of 
Rs 191 croics for 1980 81 The cx- 


S. Viswanathan 
Writes from Madras 


pcctatioi s of APSI C that sanctions to be 
made dui in the eui rent year will exceed 
Rs 50 crores thus appear realistic 

As in Gujiiat in Andhra Piadesh too 
piomolional cfloitsaie well eooidmated 
among the vuious developmental and 
promotu)nal coiporations The Andhra 
Pradesh InduNtiial Development Cor 
poration in ehiigcof promoting large 
and med um industries has been doing 
excellent work in the mattci of setting up 
such irulusliies In 1980 81, 62 new laigc 
and medium Jiuiustries were assisted by 
APIDC In recognition of the excellent 
work done b> APIDC, Chief Minister 
T Anjiah lecv-ntlv presented the 1 APCCI 
Award for hest mdustiial promotional 
expansion elloM in the State to APIDC 
Undci the leadership of Mi K 
Jayabharaih Reddy, Vice-Chairman and 
Managing Director of APIDC since 
1978, the eoiporation has recorded 

r 


.4 


spectacular progress In this period a 
total industrial investment of Rs 567 
croies was generated in the State by the 
promotional activities of the corporation* 
This figure is more than the total indus^ 
trial investment generated of Rs 51S 
crores in dll the previous 17 years la 
1980-81 alone industrial investmeat 
catalysed by APIDC amounted to Rs 303 
crores The sanctions made by th0>M 
corporation including the share capitaL m 
loans and guarantees during 1980-&tJ 
amounted to Rs 32 crores Out of thiiu| 
the share of IDBI loans amounted tdifl 
Rs 13 6 crores 
The combined efforts have witnessed 
tremendous spurt in the industrial acti^ 
vity Several large industrial units 
the field of paper, cement, steel haVidq 
been set up in a fairly short 
Mr layabharath Reddy expressed satis^ 
faction ovci the efforts made by a number^ 
of new entrepreneui s in tapping 
rc'^ourccs available in the rural area$«^ 
*APIDC also proved to be a great! 
catalyst in the growth of the joialM 
venture concept The very fact that tilt 
corporation was willing to share the 
risk, helped attract a number of ncHk 
entrepreneurs Thus, out ot 265 unitt 
piomoted by APIDC as many as 105uniti 
have been set up in the joint sector’ 

With a compact staff of just arouijc 
J 50 with over half of them as OfficelH 
APIDC has been quick in coping wM 
the glowing volume of its operations 
The continuous lestiuetuiing of the st 
up with improvements on the appraiw' 
system has helped it cope with its confl 
tinuousl} increasing lesponsibilities 
Mr layabharath Reddy however 
pressed some concern over the rat rad, 
among the States to of fer all sorts 
concessions to attract investments. 
felt there is need today to standardii 
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^ these. At the base of this excellent re¬ 
cord in industrial development is the 
Spectacular progress made by the State 
in infrastructure development particularly 
power. 1 will deal with this in a separate 
tiewsletter. 


I Dr B.C. Roy in 
i Retrospect 

iNAi GL RAI ION of thc birth centenary 
(> celebratJons of Dr B.C’. Roy in Calcutta 
\ on July J gave opportunity to leaders of 
I different political parties to come together 
on the same pUtf(jrm to pay their tributes 
to his splendid services to West Bengal. 

' As Chief Minister for nearly a decade 
during a most difhcult period, as a great 


l'physician, and as a Congress loader of 
I outstanding ability, Dr Roy served thc 
^ State and the nation with devotion and 
(dedication. Speaking on the occasion, 
K President Sanjiva Reddy described Dr Roy 
I as “one of India’s towering personalities of 
this century” who faced challenging tasks 
with “unparalleled courage and a balanc¬ 
ed approach”. He said that Dr Roy was 
I •‘a legend in his life-tinie” and was “thc 
architect of modern Bengal”. The Chief 

I er, Mr Jyoti Basu, observed that 
)y was a leader of all-India reputa- 
id that this was an advantage to 
Bengal in dealing with the Central 
nment. He also referred to the 
ous development schemes conceived 
Roy and pointed out that thc latter 
:> worV for the welfare of the State 
the same sincerity with which he 
^d patients. 

Union Ministei of Information and 
Lrasting, Mr Vasunt Sathe, and the 
lercc Minister, Mr Pianab Mukhcr- 
[so participated in the functions 
sed to celebrate Dr Roy’s centenary 
called his meritorious services in 
IS fields Mr Sathe said that the 
pur Steel complex and thc Chit- 
in Locomotive Works were “living 
rials” to Dr Roy and that the pre- 
^neration would continue to take 
ttion from his achievements. Mr 
t) Mukherjee said that even now a 
of the country’s industrial produc- 
;amc from West Bengal and that 


this was the resuh of thc late leader’s 
vision and wisdom. 

It is indeed unfortunate that many of 
thc grand schemes sponsored by Dr Roy 
could not be implemented smoothly due 
to various constraints. Some of the Cen¬ 
tral Oovemment’s policies arc, of course, 
responsible for West Bengal’s lack of 
rapid progress in recent years. Even so, 
the State could have developed much 
faster if only the political parties had used 
their talents and resources for promoting 
thc people’s welfare instead of seeking to 
strengthen their own influence. When 
thc Industries Minister, Dr Kanailal 
Bhattacharya, criticised the Central 

R. J. Venkataswaran 
Writes from Calcutta 

Government for its partisan attitude, Mr 
Atulya Ghosh, Secretary of the B.C. Roy 
Memorial Committee, retorted: “Search 
yourselves and find out your own faults 
before criticising and laying thc blame on 
others”. He said that “we are ourselves 
responsible for our plight” and raised the 
question: “Have you ever estimated how 
much money received by thc State Govern¬ 
ment from the Centre as grants has been 
returned because it remained unutilised”. 

The best way to perpetuate the me¬ 
mory of Dr Roy would be to run efficient¬ 
ly thc projects he had built up, to com¬ 
plete those which arc still in various stag¬ 
es of implementation, and to follow his 
high ideals. The West Bengal Electricity 
Board reminded the people through an 
advertisement that it was Dr Roy who 
set up the State’s fiist thermal power plant 
at Bandel and that the Jaldhaka and 
Santaldih power stations were also con¬ 
ceived by him. The Board said that “We 
promise to keep his legend alive for ever 
and ever more”. But do thc public have 
much faith in this promise ? Even on the 
day of Dr Roy’s centenary Calcutta conti¬ 
nued to experience severe shortage of 
power despite the closure of the State 
Government’s ofliccs. A report in the 
Statesman said; “Domestic consumers in 
the city had to go through several bouts 
of load-shedding during the day. Intermi¬ 
nable hours without power on a humid 
day resulted in much discomfort. Stilled 
fans and inoperative pumps made mat¬ 
ters worse”. 


Dr Roy w.a$ a tireless worker who at¬ 
tended office regularly and disposed of 
papers with speed and skill. It seemed 
therefore inappropriate that the Left Front 
Government should have declared a holi¬ 
day on July 1. West Bengal has a larger 
nunibci of public holidays than any other 
State and business organisations have 
been demanding a reduction in their num¬ 
ber so as to create a more congenial cli¬ 
mate for productive work. Lven in the 
midst of his heavy duties as Chief Minis¬ 
ter, Dr Roy found time daily to attend to 
patients. It is a sad thought on thc oc¬ 
casion of thc birih centenary t)f this emi¬ 
nent doctor that hospitals in West Bengal 
have become centres of coiriiption and 
other malpractices, which often lead to 
violent incidents. 

Mr Basu and the 
Reserve Bank 

Thi Union Finance Minister, Mr Ven- 
kataraman, wrote two letters, one in 
April and thc other in June, to West 
Bengal’s Chief Minister, Mr Jyoti Basu, 
requesting him to use thc good offices of 
the Left hront Government to restore 
normal conditions in the Reseive Bank 
in Calcutta. Thc agitation has been 
going on since Jaiiuaiy and if Mr Ven- 
kataraman did feel that Mr Basu could 
do something to stop it, thc former 
should have taken up this matter much 
earlier. In fact, the Chief Minister, on 
his own initiative, should have decided 
to use the influence of the Left Front 
with thc unions and persuaded them not 
to resort to disruptive tactics. Mr Basu 
surely should have realised that severe 
and persistent dislocation of work in the 
local oflicc of thc Reserve Bank would 
have an adverse impact on the economy 
of West Bengal and that the State Go¬ 
vernment itself would suffer. But the 
Chief Minister prefeircd not to do any¬ 
thing to resolve the dispute probably 
because he thought that since the Reserve 
Bank was under the control of the Centre 
the State Government did not come into 
thc picture, Moreover, West Bengal has 
its grievances against the Reseive Bank. 
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The bank that doubles its 
growA eveiy three years 

Yc^s C^n^ra Bank has gravn in cvcrv sphere And the resultSi - 

I \ceptional growth rate in 1980-33 S%- the highest recorded by the banking industry < 

Depositj have doubled every 3 years since nationalisation and have now crossed 
R 3{)99crores 

I he Bank now has a clientele ot 94 6H lakhs -one of the largest in the industry 

The pnonty sector credit to net bank credit ratio is 34 8%, with over ten lakh borrowers who 
benefitted 

The share of agncultura! credit in net bank credit is now 15 1% j 

7 ^ fVii of the 0 1 R loans wert made through the Bank's rural and semi urban branches as 
against the requirement of 06 f>7% 

I oieiqn business turnover s( aled a new heiqfit of almost Rs 1000/ crores 


31 st December 1979 

STATEMENT OF POSITION 

Capital and Liabilihea 

Slat Dccambar 1980 

Rs ‘,00 00000 

Capital ( paid up ) 

Rs SOOmxXK) 

K(K)(K)IKK) 

Resf»rvi* funds /v tl (»r reserves 

10 (K) 00 (HK) 

IW41 S4 919 

Deposit /s< Ollltr H L fits 

2099 05 76 818 

76 31 18t^60 

Borrowinqs from fiai k & Agents etc 

51 01 23 217 

4^99 14 212 

Bills payable* 

41 06 87 844 

K)‘i49 69 017 

Bills lor (.ollettion pt i contra 

124 84 42 982 

62 96 06 037 

Otfier liabilities 

,) 17 22 472 

I0&i'0b80% 

Afccptinces f nd )rsc ments etc, 
pi*r ( ontr^ 

3 75 98 ^96 f’rofii tor the year 4 25 64 948 
20000000 1 csstrin ferred to 2 00 00 000 
Rtst.n.t. 1 und 

150 00000 Inrisluu Ito 2 00 00 000 

( out n y 

230 31 57 60C> 


Balance transferu 11 > Central Guvemrneni 

i'i M 948 

20 W (4 78 W 


2600 72 75 927 

3 lBt December 1979 

STATEMENT OF POSITION 

Plroperty and A&»ets 

Slat Dacember 1980 

Rb 21814 08 612 

Cash in hand and vwih binks 

Rs 356 24 49 071 

2 00 00 000 

Money at Call and n iii notice 

2 (K) 00 (HN) 

471 17 K9 786 

Investment in CjovI Other Securities 

601 16 5 1 662 

1021 3184 008 

Advances 

1172 29 OK 615 

106 49 69 617 

Bills for toller tion oi r contra 

124 84 42 982 

166 2088096 

Acc eptanr ( s Endrjisc mcnb etc • 
per contra 

230 31 57 606 

161 64 484 

Premises 

2 91 69 597 

8 32 21 797 

Furniture & Fixtures 

9 71 90 496 

453360 747 

Other Assets 

101 20 72 949 

301410 

Non Banking Assets 

2 30 946 

2038.64.78.557 


2600 72,75 927 



CANARABANK 

(A nationalised bank) 

The true measme of service: Growth 
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ijpor example, the latter has been taking receipts accruing to it, Amounting to for effecting economy in its expenditlirc. 
'too long in giving its sanction to the about Rs 120 crores. As a result the HehaspointedoutthattheCentrc*sdefi- 
ffJState Government to set up its own Bank State had to resort to overdraft of this cit in 1979-80 was about Rs2750 crores 
f which has been pending for nearly two order. Dr Mitra suggested to MrVen- and Rs 2100 crores in 1980-81 while the 
! years. Even so, the Government of West kataraman that the Reserve Bank should aggregate budget deficit of the State 
; Bengal should not have allowed the silua- not charge any interest on this amount Governments was not more than Rs 350 


tion in the Reserve Bank to drift to such 
pn extent. The Union Finance Minister 
and the Chief Minister should have jointly 
taken prompt and effective measures to 
restore normal working. 

West Bengal’s Finance Minister, Dr 
Ashok Mitra, met Mr Venkataraman in 
the last week of June and told him about 
the consequences of the prolonged agita¬ 
tion in the Resei vc Bank on the finances 
of the State Government. He said that 
in the last six months, the Reserve Bank 
had not Cl edited to the West Bengal 
Government’s accounts the various 


since the State Government had to take 
this step entirely due to facUn*s beyond 
its control. Dr Mitra also pleaded for a 
review of the Overdraft Regulation 
Scheme, introduced in October 1978, since 
the limit of Rs 23 crores fixed under it 
was totally inadequate. 

West Bengal’s proposals to the Ccntic 
regarding overdrafts seem to be reason¬ 
able and it remains to be seen to what 
extent the Union finance Mmistci w'lll 
agree to consider them favourably But 
Dr Mitra is not convincing when he says 
that the State Government has little scope 


crores in 1979-80 and Rs 500 crores in 
1980-81. It is not realistic to compare 
the deficits of the Central Government 
with those of the State Governments. 
The Centre has to undertake numerous 
and heavy responsibilities for the defence 
and development of the entire nation and 
It IS not propel therefore to fetter its 
right in icgaid to deficit financing. This, 
of course docs not mean that the Centre 
can afford to pursue wasteful and extra¬ 
vagant policies. Both the Centic and the 
States should make moic sciious efforts 
to cnfoicc fiscal discipline. But this will 
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be poiMble only when, by their combined 
efforts, they succeed in maintaining disci¬ 
pline in such a vital sectoi of the eco- 
)i^my as banks and other hnancidl insii- 
tutums. 

The Left Fiont Govcinmcnt as well as 
its predecessors had often complained 
that the Centre was discriminating against 
the castein region by locating the head¬ 
quarters of almost all the national finan¬ 
cial institutions outside this region 
Business organisations m Calcutta had 
also pointed out that the Lconomic 
development of the eastern icguin had 
suffered btcause oJ the delay and dilhciil- 
tics in dealing with the financial institu- 
•^t7 »ns which had their head olhees in 
fioinbay But West Bengal’s pIcM to gi\c 
moic impoitancc to the eastern region in 
such matlcis will go unheeded if il re¬ 
mains mdiffeienl to the noimal woikiiig 
of the Contial undeitakings in the State 
It may he recalled that in 1970, when the 
Calcutta poit remained paralysed foi a 
pioionged period, the State Government 
did nothing to impiove the* situation on 
the giound that this was a (\ntral subject 
although the dislocation t>l the port did 
scnoiis harm to the economy of West 
Bengal ind the entire eastern region What- 
cvei mav be tlu constitutional position 
legal ding the ndc of the C’entral and the 
-♦►State Goveinm.nts both siiidv have .i 
moral lesponsibility to ensiiie the cllieicnt 
vvoiking of financial institutions andothci 
agencies which are \itally impoitant to 
the country's mliastrintiirc 

Trade Prospects 
With Latin America 

RiiiASiN(r nn Report of the 12-member 
FICCI delegation to live I atin Amciican 
countries (Venezuela, ("olombia, Brazil, 
Argentina and Mexico), Mr K N Modi, 
IS of the view that Latin America offers 
a vast market with great potential for 
^ndian goods and services Indian exports 
to Latin America can be stepped up 
from the piesent Rs 22 crores to over 
250 to300 ciopt^s annually in the 
next four or years. The five countries 
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alone can absorb Rs 100 to 150 crores 
worth of Indian goods and services per 
annum as against the present exports of 
Rs 10 to 12 crores 

In Venezuela and Colombia, the dele¬ 
gation found prospects for Indian lic-ups 
in modernisation and management of 
then textile, sugar and cement industries 
as also development of water supply and 
power generation proiccts 

In Argentina prospects exist for tie- 
ups in construction consultancy, trans- 
poit, communication and hydro-elcctric 
proiccts besides establishment of ncc 
milling plants ph irmacciitical products 
and agro Kiscd iiulustries 

In Biazil Indii could participate in 
the establishment ol units for )ule pio- 
ducts and tc\hks besides having tie-ups 
in constiuction ot pipelines, setting up 
of lice milling plants, etc 

Production Cooperation 

In both An’cntina and Brazil, 
pioduction coopciaiion could be visualis¬ 
ed for cultivation of pulses, oilseeds 
and other comm >dities on buy-back 
basis These cl untrics have vast empty 
lands which ciin be put to use with 
Indian coopaatnni involving supply t»f 
seeds, know how and manpower I hey 
would wckoim iinv assist nice and co- 
opeiation which would help them to bring 
moic land inulu tultivation. cspccally 
with an assiiicd miiket for the output 

Mexico eviiKul interest for |oint 
vcntiiies in power sector, impiovemcnt of 
Its lailways, c^^tablishmcnt of pharma¬ 
ceutical, sugai and cement industries 
among otheis 

Brazilian technology to manufacture 
alcohol tiom apncultural and forest 
products, a*- substitules for scarce 
petroleum, and its technology foi pro¬ 
ducing pulp and paper liom bagasse and 
other 1 aw matin iNaic of considerable 
relevance to India So is the Mexican 
cooperation m areas such as swamp 
watci diillng, oil exploration, manufac¬ 
ture of pctiochcmical products, sponge 
iron and newsprint tiom bagasse etc 

India and some I atm American coun- 
tijcs particulaily Brazil, Argentina and 
Mexico could as well undertake joint 


projects In third countries Hot only in the 
South American Continent but elsewhere 
also For instance, Brazil is going in a 
big way to Argentina ard ANDEAN 
countries (Bolivia, Colombia, Equador, 
Peru and Venezuela) as als(' several 
African countries India can join hands 
with them in undertaking and executing 
collaborative ventures 

Important Suggestions 

The delegation has made several 1 
suggestions and recommendations Some 
of them I elate to the need for ! 

--Budging the communication gap, ^ 
among othcis, by establishing a centre in \ 
Indi i for study and translation of Latin 
languages like Spanish which is spoken j 
in most of the Latin American countries > 
and Portuguese, the lingua franca of j 
Biazil 

—Concluding tiadv agreements and 
establishing joint commissions at official 
level not only to lacililate icgulai ex- 5 
change of views and dialogue but to ^ 
supplement the elfoits made at the 
business level 

-CTeating warehousing facilities to 
catei foi many of Ihcir requirements 
timely and promptly In this legard, 
the FTZ facility in Manaus (Brazil), Isla 
Margnta (Venezuela), Colon (Panama) ^ 
and Miami (t/SA) could be made full -* 
use ot i 

Piovidmg hrng term commercial , 
loans at c inccssional rate to encounter j 
financial problems which is a major 
hazard in this part of the woild in view 
of the abnormally high rate of interest on » 
commercial loans prevailing thcie (100 
oi more in Biazii and Aigentma). 

—Joining the Inter American Develop¬ 
ment Batik which IS a major financier of ; 
piojects in the 1 adn Amciican region as | 
only mcmbei countries arc eligible to . 
supply malcridl and equipment and partici^ 
pate in the projects financed by this bank* 

—India can undertake study of the 
development of tourist industry and 
tiaffic which has taken place in Latin 
American countries so as to sec in what - 
way wc can improve oui own system and 
infrastructure. 
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Window on the World 


Trading Inflation for High 
V Intorost Ratos 


The us economy is sending out mixed 
signals to the Reagan econ{)mic prog¬ 
ramme. Consumer prices rose 0 7 per 
cent last month, upfiomO.6 per cent 
recorded in April and 0 4 per cent in the 
month preceding that one. The villains 
were mortgage intcicst rates and othci 
housing costs. Health care costs loo were 
up as also the pi ices of new cars for 
which there seemed to be fewer and fewer 
buyers. Grocery store prices, however, 
helped to counteract these other price 
pressures to some extent, thanks princi¬ 
pally to declines in the pi ice of beef as 
well as some dairy pioducts, including 
milk and the prices of fiuits and vege¬ 
tables. Because of the relevance of sea¬ 
sonal factors, some of the food pi ices 
must be allowed to have cased only tem¬ 
porarily. C’onsiderably less transient may 
be the downward trend in gasoline prices, 
given the outlook for crude prices, al¬ 
though refiners aic trying to letain some 
of the savings thcmscKcs and thus pull up 
their currently low profit maigins. 

Towards Recovery 

Meanwhile the price index for all items 
has nsen by 9.8 per cent over the last 
twelve months. Thus, for the firs< lime 
since caily 1979, consumer prices have 
gone up at a rate oi’ less than ten per 
cent over a 12-monlh period. 1'he chair¬ 
man of the (’ouncil of fconomic Ad¬ 
visers, Murray Wcidcnbaum, has not been 
slow to celebrate this event and has vir- 
i tually claimed this as a famous factor 
for the administiation’s recovery prog- 
I ramme. More objective observers would 
of course award the greater share of the cre¬ 
dit to Sheikh Zaki Yamani, the Saudi Oil 
Minister. Weidenbaum, however, may be 
given a more respectable hearing for his 
forecast that double-digit inflation is on 
its way to becoming a thing of the past 


under the Reagan dispensation. Not even 
the administration's severest critics can 
question with any degree of credibility the 
commitment of the Reagan establishment 
to the fight against inflation. Fven in Wes¬ 
tern Fuiope, where supply-side mone¬ 
tarism has few takers, there is admiration 
for the Reagan refusal to accept inflation 
as a secular necessity about which nothing 
much can be done in the short term and 
certainly not in the long. 

The Commerce Department projec¬ 
tions suggest that real GNP (i e , GNP 


Small Talk from 
Washington 


adjusted to the rate of inflation) “will 
show little change" during the second 
quarter of the current year. More candid, 
but also moie timorous voices within the 
department arc saying unoflicially that the 
GNP growth for the three-months ending 
this June would be an “absolutely flat 
zero". This pessimism seems to extend 
to the prospects for the third quarter too 
and indeed the Government view seems 
to be that recovery is not to be expected 
earlier than the last quarter of this year, 
an assessment which analysts in the pri¬ 
vate sector of the economy are also back¬ 
ing up. 

There has been a crop of good news, 
however, on the trade front. Latest sta¬ 
tistics place the foreign trade balance on 
current account at $1.4 billion for 1979, 
revised upward from the earlier estimate 
of a deficit of $705 million and $3.7 billion 
for 1980, up from the previous estimate 
of $118 million. Again, for the first 
quarter of this year, the estimate is of a 
surplus of $3.1 billion, its size contribut¬ 
ing substantially to the 8.6 per cent annual 


rate of growth in inflation adjusted GNP 
during those three months. While there 
was an increase in imports, reflecting the 
strength of the economy in that period, 
exports improved faster, following several 
quarters of little or no change. 

The Fedeial Reserve Board has report¬ 
ed that industiial production, which had 
risen by one-tenth of one per cent in 
April, was a little inoic lively in May, 
rising by three-tenths of one per cent. 
Nevertheless, the growth was lower than 
the increase of five tenths of one per cent 
seen in March, following a slightly down¬ 
ward trend in the first two months of the 
year. Compared with increases of one per 
cent or moie in each of the last five 
months of 1980, the trenil of industrial 
production in the first five months of this 
year is in hue with ihc recessionary 
course forecast for the economy for most 
of 1981. The .small improvement in the 
industrial production index for May, 
incidentally, was largely the icsuft of 
some increase in the output of cars and 
utility vehicles, but since .sales remained 
slow, this increase only served to build 
dealer inventories, which had slimmed as 
a result of the rebate programmes which 
the industry was pushing during the first 
quarter of the year. 

Reverse Gear 

Indeed, the latest statistics of auto sales, 
which arc for the ten days ended June 20, 
show a 8.3 per cent drop over the preced¬ 
ing 12 months, putting into reverse gear 
the painfully engineered market gains of 
the earlier months of this year. Sales of 
US-built cars slumped around mid-June 
to a seasonally adjusted annual rate of 5.2 
million cars, the lowest since the trough 
of the 1980 recession and down from a 
rate of 6.2 million in early June. Auto* 
makers in this country have sold 3.14 
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Finding Faults in Coal Seams 

A computer-aided in-seam seismic technique designed to avoid the hazard 
of coal faces hiding mined into unexpected faults is an exciting technological 
advance which has been developed at the National Coal Board's Mining Re¬ 
search and Development Establishment (MRDE) in the United Kingdom^ It 
is being applied at home and is attracting interest in other countries, includ¬ 
ing Australia, Canada and France. 

The MRDE system cun detect major clean faults in a seam up to a range 
of 500 metres. Of the sites surveyed with this technique, 19 have been posi¬ 
tively proved by working the seam to the faults, and a further eight have 
been corroborated in indirect e vidence such as alignment with known faulting. 


Biillion vehicles so far this year, down 
from 3.22 million in the comparable period 
^f 1980, Detroit, however, may expect 
some relief in the coming months as the 
Japanese Government has fixed indivi¬ 
dual export quotas for its automakers, 
triggering warnings in the US market of 
early curtailment of the availability of 
Japanese cars. Leaders of the US indus¬ 
try, however, arc convinced that its for¬ 
tunes cannot really revive until interest 
rates come down to around 15 per cent, 
thereby reactivating consumer credit for 
car purchases. 

Lower interest rates arc of course even 
more crucial to the lifting of the slump 
T/i another key sector of the American 
economy, the construction industry. The 
natioiTs largest on-site manufacturer of 
single-family homes has reported a drop 
of 14 per cent in its order book, while 
housing starts across the nation show a 
fall of 14 per cent, in May as against 
April. Mortgage rates for buyers aic 
averaging around 16 per cent, while buil¬ 
ders have to finance their business at rates 
higher than banks’ prime lending rates, 
now ranging between 19 and 20 per cent. 

Unconvincing Assertion 

^ Adniinisiiation ofi/cials and econo¬ 
mists are continuing to assert rather un¬ 
convincingly that it is only a question 
of lime before the Flcagan economic re¬ 
covery programme begins to bile and 
create a climate conducive to less volatile 
interest rale inovcnients on a lowering 
plane. Chase Manhattan Bank Chair¬ 
man, Willard Butcher, however, secs no 
reason for revising an opinion which he 
seems to share with many money market- 
men. While conceding that there is “no 
subject that predictors have been more 
wrong on for over a year than interest 
rates,” he expects large Government defi¬ 
cits, strong domestic invcslinent-oriented 
loan demand and strict monetary policy to 
continue to underpin US interest rates at 
relatively high levels “over the next several 
years”. He has also forecast that rates 

ill fluctuate “month to month and day 
to day as well as every Friday afternoon 
with the release of US money supply 
data. 

If this indeed is the outlook, Reagan 


monetary policies arc bound to be ques¬ 
tioned us sharpl) ab. oad as they are being 
challenged in many quarters at home. 
Already, at a political level, leaders or 
spokesmen of Cjovernmcnts in West 
Germany, France and Japan have com¬ 
plained that US interest rate policy is 
placing harsh LLflalionary burdens on 
other OECD countries at a lime of reces¬ 
sion in domestic economic growth rates 
or levels of international trade. Central 
bankers in Western Europe have been 
even more forthnehi in their objections 
to American monetary policies which arc 
held to be aggravating recessionary pres¬ 
sures across the world The Bank t'jf 
International Settlement, in its latest 
annual report, has warned that, if the 
Keagan administiation were to persevere 
in its stringent monetarist strategy, a 
breakdown could occur in economic co¬ 
operation aiiKuig industrial nations. 

This report points out that high inte¬ 
rest rales in the US are forcing other 
countries to defend their currencies by 
raising their ow n rales to damagingly high 
levels at a time <d' recession. It argues 
that business investment in these econo¬ 
mics is suffering as a result as also the 
chances of ihcir attempts at reducing un¬ 
employment levels. The bank would have 
the United Slates and other indiistrial 
nations to take some of the upward pres¬ 
sure off interest rates by doing more to 
fight inflation by fiscal means, while elimi¬ 
nating economic bottlenecks and persuad¬ 
ing trade unions to limit wage demands. 
This argument was pressed also at the 
annual meeting of the Foreign and Finance 
Ministers of OECD countries held in Paris 


icecntly. This theme will be on the 
agenda too, of the OECD summit meet' 
ing in Ottawa next month. 

The hard-line supply-side monetarists 
in the Reagan administration, however, 
arc far from being apologetic. On the 
contraiy they are carrying the war into 
the enemy's camp by charging other 
OECD countries with not doing enough 
to arrest inflation and accusing at least 
some of them with following policies of 
slate inlcrv'cntionism in the working of 
natural market forces which could only 
perpetuate stagnation in their own econo¬ 
mics and sluggishness in world economic 
trends. Again, rejecting West European 
grievances that, thanks to high US inte¬ 
rest I ales, the dollar was becoming over- 
valued, causing disturbances in exchange 
rates and trade relations, senior officials 
in the US Treasury Dcpaifment area.ssert- 
ing that the dollar is firming up in reason¬ 
able response to the weaknesses of the 
economic-; of oiher industrial countries 
as reflected m the trends in the exchange 
rates of (heir currencies and that the 
remedy lies in those c()unlrics addressing 
themselves more effectively to the require¬ 
ments of lion-inflationary economic 
growl h. They have a’so made it clear 
that it is the policy of the Reagan ad¬ 
ministration to let the dollar find its level 
through the processes of a free market 
mechanism and that it would not normal¬ 
ly intervene in the trading on the foreign 
exchanges to regulate movements in the 
US value of the dollar cither way — a 
position which is only adding to the 
discomfort of West European and 
Japanese money-managers who are fre- 


' qucnlly being called upon to cope with 
volatile conditions in the exchange 
markets, partly because of bearish politi¬ 
cal developments. 

OPEC Surplus 
Narrowing Steadily 

The wori d peli oleum market has turned 
soft, with supply cuircntly lunning some 
2-3 million baircls per day in excess of 
demand. The large surplus is the result 
of two main innucnces: reduced oil con¬ 
sumption in the OLCD nations and 
continued high Saudi Aiabian production. 
Oil consumption in the industrial coun¬ 
tries fell 7 per cent to 8 per cent last year, 
owing to piice-induccd conseivation and 
sluggish economic gioulh. At the same 
time, Saudi production was held at over 
10million barrels per day, compared with 
the prc-1979 ceiling of 8.5 million barrels 
per day. Despite pi assure by other OPLC 
members at the May meeting, the Saudis 
refused to cut their output or boost 
prices (currently $32 per barrel) without 
obtaining reductions in the official oil 
prices of other OPEC incmbcis--parti¬ 
cularly fiom the North African countries 
—whose prices langcd between $36-$4l 
per baifcl. The result has been sharp 
downward pi assure on the oil market. 
Spot prices have fallen by $7 per bairel, 
premiums have disappeared; and contract 
prices charged by .some OPEC and many 
non-OPHC oil exporters have recently 
been cut oi discounted by up to $4.25 per 
barrel. 

How long these market conditions will 
continue lenuiins uncertain. If the OPEC 
price hawks were to agree to a ieduction 
of $3-$4 per bairel m posted price, Saudi 
Arabia might respond with both a sub¬ 
stantial piodijction cut and an increase in 
the price of its benchmaik ciude to $34 
per barrel. Undci these circumstances, 
1. the price of OPLC oil would average 
i about $35 pci barrel for the year, and 
■ total OPEC’ oil expoits in 1981 would fall 
[ roughly 11 per cent from 1980. Assuming 
; a 23 per t-ent mcicase in payments for 
imports of goods and services, the 1981 
\ combined current-account surplus of the 
h 
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OPEC countries would total about $75 to 
$80 billion, after allowance for oflicial 
transfers of some $8 billion. This com¬ 
pares with the $110-bj|lion surplus record¬ 
ed last year. Jf the Saudis do not raise 
their prices well before year-end, the 1981 
OPEC surplus could be even smallci. 

Barring adverse political dove lop nunls, 
the OPEC surplus is likely to shrink 
further in 1982. Although the pace of 
world economic growth will be somewhat 
faster and progicss in energy conservation 
slower next ycai, mai ket comliiioiis appeai 
unlikely to wairantmuch, if anv, of an in¬ 
crease in the real pi ice of oil. If oil prices 
rise 10 per cent while goods and sci vices 
impoits grow by 23 pci cent, the OPEC 
surplus on curient account would diop to 
approximately $60-$65 billion. It should 
be borne in mind, however, that the 
assumptions undci lying these estimates 
could be quickly invalidated by unforeseen 
political eveiitsin an alieady tense Middle 
hast. 

Changes in British 
Defence Programme 

Britain wili continue to make a major, 
and in some areas enhanced, contribution 
to NATO's collective defence in the ycais 
ahead as a result of changes in the defence 
programme announced recently. Defence 
expenditure will continue to rise in ical 
terms, but there will be priority switches 
so that the increases will be spent more 
cost-cifectivcly. 

The main elements outlined in a White 
Paper, “The United Kingdom Defence 
Programme: The Way Foiwaid”, just 
issued are: (I) C’onfirmalion that the 
Trident missile development will go ahead, 
maintaining Britain’s nuclear role in 
NATO until well into the next century; 
(2) major improvements in air defence 
for the United Kingdom base; (3) an ex¬ 
pansion of the Territorial Army, (4) con¬ 
firmation that the British Army of the 
Rhine (BAOR) will remain at 55,000 men 
in line with treaty obligations; (5) a conti¬ 
nued major naval effort in the East Atlantic 
and Channel, but with the emphasis shift¬ 
ing to some extent from surface ships to 
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submarines and maritime aircraft: and 
(6) expansion of the ability of British 
forces to operate outside the NATO area 
in support of friendly countries. 

The White Paper is the outcome of a 
major review of defence priorities com¬ 
missioned by the Secretary of State for 
Defence, Mr John Nott, when he took 
office in January. The review was not a 
“cuts exercise” as suggested in some 
quarters, but rather a question of how to 
get the best value out of the spending in¬ 
creases planned. The White Paper 
announces that defence spending in 1985- 
86 IS planned to be 21 per cent higher 
than in 1978-79 in real terms, but even 
this increase could not have adequately 
funded all the planned defence develop¬ 
ments prior lo the review. 

This is because of the steep increase in 
the cost of modern sophisticated weapons 
which has been far outstiipping general 
inflation in the economy in rcccnf years. 
Also thcic was a need for a change in 
the balance of the defence progi amine. 
The aim of the icview is to achieve a new 
force structure reflecting the most cost- 
effective way of fulfilling the main pur¬ 
poses of the UK defence effoit. 

On Trident, the White Paper confirms 
last year's decision to icplacc the Polaris 
fleet in the 1990s with four or live Trident 
nuclear-power submarines, each capable 
of carrying up to IGTiidcnt missiles. It 
says the operation of this sliategic deter¬ 
rent will remain the Navy's first and most 
vital task for Britain’s security. 

Major improvements 

The White Paper announces major 
improvements m the UK sir defence 
system. In the mid-1980s, the air defence 
version of Tornado F2 -will enter service 
as planned, and airborne early warning 
capability will be greatly enhanced 
when Nimrod aircraft are introduced. 
There will be moreUrK-based fighters. Two 
Phantom squadrons will be retained 
instead of being phased out when Tornado 
F2 comes in, and for local air defence, a 
further 36 (making 72 in all) of the UK’s^ 
Hawk trainer aircraft will be equipped' 
with Sidewinder air-lo-air missiles. 

The strength of the Territorial Army 
will be progressively increased from its 
present 70,000 to 86,000 for use both in 
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Britain and West Germany, and training 
will be increased from its present average 
of 38 days a year to 42. 

^ The proposed navy changes have 
aroused great interest and the White 
Paper confirms that a shift in emphasis 
to submarines and martime air systems 
is necessary. The aim is to sustain a fleet 
of about 50 frigates and destroyers com¬ 
pared to the present 59, and some ships 
will be taken out of commission earlier 
than planned. The new anti-submarine 
aircraft-carrier Ark Royal will be com¬ 
pleted as planned to join the Invincible 
and the illustrious, but only two of these 
three will be kept in service in the long 
y^iun. The introduction of the Type 23 
anti-submarine frigate will be accelerated. 
This IS a simpler and cheaper craft than 
the £130 million Type 22 class. 

There will be a big increase in nuclear- 
power attack submarines—the present 12 
in service building up to 17. The new 
class of diesel-powcrcd submarines will go 
ahead, with the intention of introducing 
one into service each year. 

The more efficient use of resources 
flowing from the new defence programme 
will cause reductions in the personnel of 
the services. Navy numbers will fall by 
between 8,000 and 10,000 by 1986; and 
* army numbers will drop by 7,000 and 
^ RAF by 2,500 over the same period. 

How Japanese Absorb 
High Labour Costs 

Aboui 15 years ago it was often said that 
Japanese textile and home electric appli¬ 
ance indulitries had built up their export 
competitiveness by capitalising on cheap 
domestic labour. Since then Japanese 
wages rose sharply and the yen’s exchange 
value appreciated. Today Japan is count¬ 
ed among the high-wage countries. This 
is evident from the following table which 
shows relative wages in the advanced 
countries, taking 100 as the average hour¬ 
ly Japanese wage in 1979. 


Japan 

100 

USA 

143 

UK 

96 

West Germany 

153 

France 

104 
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In 1970, by contrast, Japanese wages 
were equivalent to only 28 per cent of 
American wages, 57 per cent of West 
German wages and 71 per cent of British 
wages. From this, anyone can appre¬ 
ciate how much Japanese wages have 
increased since 1970, and how much the 
yen has appreciated in the last lOyeais 
or so. 

Big wage hikes, however, did not neces¬ 
sarily make the life of the Japanese afflu¬ 
ent. Nor did they raise Japanese living 
standards to the highest level in the world. 

Judging from the fact that many Japa¬ 
nese live in shabby dwellings, which have 
bien desciibed as “rabbit hutches," and 
that food prices in Japan arc among the 
highest in the world, the average Japanese 
living standard in real terms is still far 
below that of Fiiiopc or America. Parti¬ 
cularly because the prices of meat, vege¬ 
tables and rice, v\hich are the essentials 
of life, are more than double those in 
other countricN, the Japanese are far from 
being well-off. 

High Wages 

Although the quality of life of the 
Japanese is not \ery high, wages paid by 
enterprises arc undoubtedly high and con¬ 
stitute a big cost pressure factor. Some 
Japanese business executives even com¬ 
plain that companies are shouldering the 
high food and housing bills of their em¬ 
ployees. Then, how is it that Japanese 
companies are able to pay high wages to 
their employees 

In the firsi plaec, Japanese enterprises 
have invested eslcnsively in labour-saving 
equipment and piocesses in order to mini¬ 
mise personnel expenses. 

Labour-intensive electric appliance ma¬ 
nufacturers and automobile makers, in 
particular, Inivc gone to extremes in in¬ 
vesting in labour-saving equipment and 
processes. 

Now that corporations have completed 
the rationalisation of their manufacturing 
divisions, they will accelerate the rationa¬ 
lisation of their administrative divisions. 
Rationalisation of the administrative divi¬ 
sions will be achieved by means of office 
automation, with one probable result that 
the nature and contents of the work of 
white-collar staff will change greatly. 
Investment in rationalisation and labour 


saving, is expected to rise considerably in 
the first half of the 1980s. 

In the second place, the positive coope¬ 
ration of employees with management in , 
making investment in labour-saving equip- c; 
ment and processes can be cited as . i 
another major factor enabling Japanese f! 
enterprises to absoib high labour costs. r 

If unions stubbonly oppose their Arms' 
investments in labour-saving equipment 
and processes, technical innovation can<^ 
not be carried out smoothly. 

Cooperative Labour | 

Generally, Japanese workers are extre*^ ij 
mcly cooperative towards management's 1 
labour-saving investment plans. Equally \ 
important is the fact that Japanese ! 

labour unions are organised vertically j 
along company lines. In the case } 

of horizontal industrial unions, the trans- \ 
fer of employees from one job classi- ’ 
fication to another is inconceivable. In ^ 
the case of industrial unions, workers' I 
response to technological innovation is ^ 
often very slow, particularly when innova¬ 
tions are introduced in close succession. 

In the case of company-wise unions, 
w^)rkcrs' response to technological inno¬ 
vation is very quick as long as well- 
organised, in-house training programmes 
are provided. 

Third, as a means to absorb high 
labour costs, Japanese enterprises and 
even whole industries arc shifting to new 
lines of business in pursuit of higher- 
added value. 

Viewed from the industry as a whole,;'' 
this shifting of lines of business has I 
brought about a change in Japan's in*,, 
dustrial structure. Particularly noteworthy, 
arc the corporate advance into processing! 
with sophisticated machinery which rc-f 
quires highly advanced skills. | 

The sophistication of the industrigp 
structure is one of the ways by which! 
Japanese enterprises are absorbing the^; 
high labour costs. ^ 

Labour-saving moves are not confined to! 
big busines >cs alone. 1 he weight of labour^ 
cost IS much heavier on smaller enter¬ 
prises than on big enterprises. Therefore^^ 
smaller companies are even more caroeii 
in tackling the problem of economisil)|f 
on labour. 
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With the relentless pressure of rising imports 
‘export or perish’ is now a cold fact of life. 
ECGC makes a special appeal to you 
to think ‘export’ 

You can count on CCGC for the maximum 
support. ECGC has special schemes for small 
exporters covering ofthoir political 

risks and 95% of their commercial risks. 
ECGC has new schemes for big exporters lixe 
the Joint Venture Insurance. Transfer 
Guarantee, Ovoiseas Investment Insurance 
and Exchange Fluctuation Cover Schemes. 
The Wholcturnover Post-shipment Guarantee 
and the Wholeturnover Packing Credit 
Guarantee Schemes also enable exporters 
to augment their export credit needs. 
ECGC has likewise streamlined underwriting, 
claim settlement and administrative formalities. 

Write or meet the 
ECGC oflBice neare st to you. 

Otfices at: Bombay,Calcutta.Madras.New Delhi. 
Ahmedabad. Bangalore, Cochin, 
Hyderabad, Ludhiana, Pune, Varanaii. 




EXPORT 
CREDITS 
GUARA^rr^ 

UMFTED 

(A OOVfRNMCMT OF INOU ENTiUMIlSf) 

Head Office: Express Towers. 10th Floor. 
Nanman Point BombBy*400021. ^ 

















Ppinf of View 


'Singapore Beckons Indian Entrepreneurs 

Subhash J. Rele 


Singapore with its stable currency, excellent banking, shipping and 
Insurance facilities and with liberal incentives and minimum red-tapism 
offers Indian entrepreneurs ample opportunities in the field of Joint 
ventures and consultancy. Also India's share in Singapore’s imports 
could be increased by adhering to delivery shedules and quality 
standards, and by adopting an aggressive marketing strategy. 


Tun Trade and Industry Minister of 
Singapore, Mr Gohch Chok TJiong, who 
was in India last year in connection with 
Jjue regional meeting of the Common- 
^wcalth Heads of Government, expressed 
the desire of his Government to expand 
the volume of trade with fndia and also 
indicated that there is considerable scope 
for Indian joint ventures in Singapore. 
India ts generally having a deficit trade 
balance with Singapore and its share in 
Singapore’s total imports is less than 
one per cent. He said in this regard that 
his country would welcome an Indian 
business delegation to explore the possi¬ 
bilities of increasing India’s exports and 
cooperation in other fields of tiadc and 
industry. 

Indian cxpoits to Singapore include 
^iron acd steel, metal manufactures, 
machinery and transport equipment, crude 
animal and vegetable materials, vegetable 
oils and fats, spices, feeding stuff for ani¬ 
mals. India's major jniports from Singa¬ 
pore include non-ferrous metals, chemi¬ 
cals and related products, ores and 
metal scrap. 

Singapore offers good scope for export 
of engineering products from India; possi¬ 
bilities of turn-key projects, however, are 
limited. There is a ready market for 
electricals and accessories, transport 
equipment, compressors, concrete mixers, 
handtools and forgings. Singapore has 
shown interest in establishment of joint 
ventures with Indian participation for the 
manufacture of steel castings, non-ferrous 
^forgings and foundry. In fact, great scope 
exists for Singapore and India to develop 
more joint ventures in higher technology, 
skilMntensive industries because both 
countries share the same industrial stra¬ 
tegy. At present there are six joint ven¬ 


tures in production and live in various 
stages of imphmcniation. 

Since Singapore is the world’s fourth 
largest port, scope for marketing items 
like deck machinery, diesel engines for 
shipbuilding and ship repair machinery 
exist, ft must be said that the Indian 
penetration in the Singapore market has 
been extremely limited. Companies from 
Japan, the UK and other Western coun¬ 
tries are piincii'al suppliers of cnginceiing 
goods to that country. The trade mission 
sponsored b> the Association of Indian 
Engineering Industry which visited Singa¬ 
pore has pointed out that there is a certain 
amount of resistance to Indian products in 
that country and has advised for adoption 
of an aggressive marketing strategy. Due 
importance should be given to delivery 
schedules. 

Quality Conciousness 

The trade mission has expressed 
the view th.u Singapore is an ex¬ 
tremely quality conscious market and 
Indian management should give special 
attention to this aspect. Project imple¬ 
mentation m Singapore is marked by 
quick decision-making. Often procure¬ 
ment authorities seek extremely prompt 
deliveries and thcicfore place oidcrs on 
known parlies wilhout issuing general 
tenders. In such situations it is impor¬ 
tant for Tndi.in manufacturers to get to 
know in advance about projects to be 
able to offer their products. Though 
Singapore is financially sound, buyers 
prefer credits fiom suppliers. Japanese 
companies in particular offer attractive 
tailor-made credit-terms. In view of this 
India would also have to give better credit 
facilities if expoits to that country arc 
to increase. 

Singapore offers great possibilities for 


Indian manufacturers and entrepreneurs 
to enter into joint ventures. It is ideally 
situated to take full advantage of growing 
markets in South-east Asia. The invest¬ 
ment climate is excellent and industrial 
services developed by the Government are 
of a high standaid. Our industrialists 
should sec to il that the opportunities 
and gaps presented are taken advantage 
of fully by our country by exporting the 
products requi’cd by Singapore and by 
entering into collaboration agreements 
for joint ventures particularly in export- 
oriented industries. In fact, the following 
items offer themscive.s for such collabora¬ 
tion: razor blades, oil mills, ethyl alcohol, 
potable liquors, building equipment, in¬ 
dustrial air conditioners and cold storge 
plants, plywood, laminated products, inst¬ 
rumentation, automobile ancillaries, etc. 

Areas of Cooperation 

The All-India Manufacturers Organisa¬ 
tions’ delegation, which was on a tour of 
Singapore recently, had suggested that 
India can offer turnkey projects or sup¬ 
ply know-how and/or part of machinery 
or equity participation by entering into 
joint ventures in such fields as sugar, 
cement, power and industrial boilers, 
power plants and equipment transfor¬ 
mers, meters, starters, switchgears, diesel 
engines, agricultural pumps, .structural 
fabrications, distilleries based on molasses, 
sulphuric acid, textiles, petroleum re- 
finciics includng oils, hydrogenated oils, 
dyestuffs, engineering design for a variety 
of chemical and petrochemical plants. 
Further, Indian consultancy services couM 
give assistance in preparing project and 
feasibility reports. 

The delegation lecommended that India 
could set up an industrial service centre 
in Singapore as US businessmen have 
done for stocking machine parts and 
for serving South-east Asia in general. 
This will enable Indian industry to orga¬ 
nise services especially for Singapore, 
Indonesia, Malaysia and Philippines. In 
fact, Sjngapore can serve as a convement 
storage and distribution centre for re- 
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export to South-east Asia and even to 
Australia, the US and New Zealand It 
IS therefore advisable to set up joint 
councils or regional development councils 
on commodity basis for trade and tech¬ 
nicals Lollaboiation with South-tast Asian 
countries The delegation has recom¬ 
mended that India can piohtably take ad¬ 
vantage of the incentives offeicd by 
Singapore to establish new indiistiics 
I oreign investors in Singapore arc free to 
oiganisc their business in the way they want 
within the provisions of the law, cither 
as a wholly owned foreign subsidiaiy oi 
in some foim of collaboi.ition with local 
enleipiise The scivices piovidcd by the 
Iconomic Ocvciopmcnt Hood (f I)B) aic 
geaicd to the needs ol the investor The 
investor deals only with this one agtncv 
to obtain infoimation and advice on all 
aspects of his rrojcct and iorappioval 
of his application to stail ^lanufac^UIlng 
in Singapore 


In order to give impetus to Singapore’s 
industrialisation programme, the EDB 
handles all inquiries from potential inves- 
tois, both local and foreign 

— Prepares feasibility studies and advises 
prospective industrial investors how 
best to implement their projects 

rvaluates app'ications from companies 
for pioncci status and othei in¬ 
centives, 

— Undertakes the physical development 
of industrial parks and provides fac¬ 
tory sites and buildings, industrial 
water, powci sewtiage, lail road and 
bulk handling facilities, 

Pi o\ ides a wide lange of technical 
consultancy scivices which smaller 
companies mav not be able to aflord 
themselves including management 
and technical liaining evaluation of in- 
duslrial equipment and intioduction 


of modem industrial techniques, pack¬ 
aging and marketing services, product 
design, standardisation and quality 
control, and 

— Acts as an industrial bank and finan¬ 
cial guarantor for companies 

It is unfortunate that our entrepre- 
neuis have not reckoned that investing 
m Singapore offers many advantages. 
The currency is stable banking, ship¬ 
ping, warehousing and insuiance faci¬ 
lities arc abundant and of good qua¬ 
lity, the Government has high sense 
of purpose and minimum rcd-tapism; 
It has a well-developed infiastructure 
providing good communications, uti 
litics, security and cconomu facilities. 
And last, but not the least, the taxes 
arc fairly applied and considerable 
incentives are available tor export 
and expansion 


Cardamon : The 'Queen of Spices' <» B«>.r ai.« iqb.. 


India is the largest exporter of cardamom, the *Queen of Spices', 
which is extensively used as a flavouring agent for various drinks 
and beverages It is also one of the important foreign exchange 
earners The author who is associated with the Faculty of Commerce, 
Aligarh Muslim University, believes that in spite of a stiff competition 
from Guatemala and other cardamom exporting countries India 
can retain its prime position and hold on the world market by 
increasing its plantation further and by utilising modern scientific 
techniques Provision of finance to small planters will go a long 
way In increasing production. 


Cardantom is considered to be the ‘Queen 
of Spice** It IS used as a flavouring 
agent £oi vaiious dunks and bcvciagcs 
In West Asian and Gull countries il is 
traditional to spice coflec with cardamom, 
while in West I uropean countries n is used 
in conlcctioneiy niinul icliirc Similaily 
in the United tiles of Amciica, it is 
gcneially used m picked foods and 
Danish Pastry, and in lapin, it is nrsed 
in cuiry powdci and sausages ere 

India IS the Ingest pioducer of caida- 
tnom in the wot Id with an annual output 
ranging between 4 0(K) to 5,000 tonnes 
Till rcecntK, India enjoyed a monopoly 
in the international market accounting 
for about 90 pci cent of the world 
demand but she lost her place alter the 
entrance of Guatcniaia, Sn 1 anka and 

f BASTIRN LCONOMISI 


Tanzania as other mam e.irdamon pro¬ 
ducing coiiiitrics ol the world 

t ardamom, which is the second impor¬ 
tant foremn exchange earning commodity 
among llie Indian spices, is cxpoilcd to 
ncaily TO countries of the world Its 
shaic in India's total export of spices 
IS more that TO per cent, and is contri¬ 
buting more than Rs 45 cioies to the 
national cxchcquei It also prov.dcs 
employment to some 5,000 persons on a 
permanent basis while another 5,000 
pet sons are engaged during the season 
Besides, anothci 5,000 aie persons self- 
employed small cultivators Small cul¬ 
tivators constitute 94 per cent of the 
total holdings and 58 pei cent of the 
total area covered by the crop respec¬ 
tively, 

76 


India accounts for nearly 70 per cent 
and 5T per cent of the total world output 
and expoit respectively Table I shows 
production of cardamom in selected 
countries of the world in 1978 79 

Data presented in Table I reveals that 
India ranks fust m production of 

Taui I I 

Production ol Cardamom in Selected 
Countries in 1978-79 


Country 

Production 



(’(KK) tonnes) 

Total 

India 

T 8 

62 9 

Guatemala 

1 0 

18 5 

Sn Lanka 

04 

76 

Tanzania 

02 

39 

Source . 

Directorate of Spices Develop- 


ment, Calicut, 


cardamom 

in the world 

Guatemala 


comes next accounting for nearly 19 per 
cent, while Sn Lanka holds the third 
position with nearly eight per cent of 
the total vi^orld ou^ut of cardamom. 
These three countries together constitute 




96 per cent of the total cardamom pro¬ 
duction in the world. The total produc¬ 
tion of cardamom reached a record level 
rof 5,450 tonnes in 1978-79. 

In India cardamom is planted in the 
Southern States of Kerala, Tamil Nadu 
and Kainataka over an area of 96,000 
hectares. Out of the total world output 
of 5,450 tonnes during 1978-79, India 
produced 3,800 tonnes, thus, accounting 
for nearly 70 per cent of the world total 
production. According to latest data 
available Kerala has 60 per cent of the 
total area covered by the ciop. Karnataka 
31 per cent and Tamil Nadu 9 per cent 
respectively. 

In 1968-69 the total output of 
LMidaniom was the lowest j.c. 2,100 
tonnes. By 1974 there was an improve¬ 
ment in the production due to the 
dilTcrent schemes initiated by the 
( aidamom Board. Scientific plantation 
of cardamom and modern farm practices 
arc being tried on an experimental basis 
on different plots with a view to helping 
small cultivators. In the Fifth Plan 
.30 demons!lation plots were set up. 
Further, the Board liberally sanctioned 
finance for replantation as well as for 
the purchase of agiicultuial appliances. 
With the object of providing quality 
seeds, nui scries have been established 
i^jince 1969 with an annual output target 
of 500,000 seedlings. So far 36 lakh 
seedlings have been given to the gro we is 
undei the scheme. 

Board’s Efforts 

With these efforts taken by the Board 
the production of cardamom had increased 
to 5,000 tonnes in 1978-79. Table 11 
indicates trends in area under cardamom 
cultivation, production and productivity 
of cardamom in India between 1960-61 
and 1978-79. 

From Tabic III it emerges that total 
area under cardamom plantation has in¬ 
creased from 50,000 hectares in 1955-56 
to 92,700 hectares in 1979-80, indicating 
an overall rise of more than 85 per cent. 
Similarly, the total cardamom output has 
^increased to 4,500 tonnes in 1979-80 from 
3,000 tonnes in 1955-56 showing an over¬ 
all increase of more than 50 per cent. 
This indicates that the rate of increase in 
production is much less than the rate of 


increase in area under cultivation. This 
is because of low productivity of car¬ 
damom per hectare. The table further 
shows that the yield per hectare has 
declined during the same period. The 
yield per hectare has gone down by more 
than 18 percent i c. fiom 58 kgs in 1955-56 
to 49 kg in 1979-80 The peak producti¬ 
vity was 60 kgs in 1961-62. In the sub¬ 
sequent year yield per hectare declined 
considcrbly. In 1972-73 there was furthci 
deterioration and a slight rccovciy in the 
next two years. In 1978-79 il has gone 
up considerably tv) 52 Kgs. 

The planted area has of couise been 

T\mi. II 

Area, Production and Productivity of 
Cardamom Between J955-56 and 1979-80 


Year 

Aiea 

Pioduc- 

Piodueti- 


(’( 00 

tion 

vity 


llccl) 

(’000 

(Kgs pei 



Tonnes) 

Hectaie) 


1955-56 5')0 3.0 ^8 


1960-61 

5-^ 7 

3.3 

59 

1961-62 

Ss 1 

3.4 

(0 

1965-66 

75 1 

2.0 

26 

1967-6H 

7S ! 

2.4 

32 

1970-71 

SI ^ 

3.1 

38 

1972-73 

S2 4 

2.5 

30 

1974-75 

s: 4 

2 7 

32 

1976-77 

91 0 

4.0 

41 

1978-79 

9U) 

5.0 

52 

1979-80 

92.7 

4.5 

59 


Source .* Diiccloiate of Spiccs Develop 
ment. C alicut. 

1 \U] I III 

Export of Cardamom between 1960-61 
and 1979-80 


Year Quantity I \porled Value Earned 



(’000 Tonnes) 

(Rs in Croies) 

1960-61 

2 0 

36 

1965-66 

1 1 

4.2 

1969-70 

1.4 

8.9 

1971-72 

2 1 

8.0 

1974-75 

1.6 

13.3 

) 976-77 

0 9 

14.0 

1977-78 

2.9 

46 0 

1979-80 

27 

49.8 


Source: Directorate of Spices Develop¬ 
ment, Calicut. 


expanded substantially but output has not 
increased in proportion and that is why 
productivity has declined considerably. 
The yield per hectare of Indian cardamom 
IS nowhere near its potential. The main 
factors responsible for such a alarming 
fall in the level of productivity arc not far 
to seek. Inadequate infoimation on 
scientific and impiovcd techniques of 
pJanlaiion.proccssing/sloragc research are 
the main handicaps of the growers, parti¬ 
cularly the small cultivators. Unawareness 
legaiding the impoitanf methods, the 
cultivators aic applying the outdated 
methods of giowing which is the main 
fiictoi for the low yield per hectaie. Low 
yield leads to use in the cost of output 
and this in tuiri deeieases the competitive 
posiiion of liulian Laulanioni in interna¬ 
tional market. This ciop has so far not 
b^‘en adet|ualcl> manured and given 
fertilisers. 

Pests and Diseases 

Similaily, the depletion of soil fertility 
has furthci affected the productivity. 
Disease-free ])lantmg material is not 
available. Disease has often taken heavy 
toll. 1 he glowing tendencies to fell 
the trees and opening of caidamom belt 
toi giow'ing othei c*ops has done incal¬ 
culable haim to the CM>p. 1 he emeigence 
of colonies namely Kollar Pollani in 19^5, 
Vadamniedu and ('hakkwullam in 1967 
destroyed thousands of hetlaies of land 
undei caidamom planfalioii Added to 
this, indisciiminate defoieslalion has re¬ 
sulted in ecological imbalances, which 
have 1 uincci even existing caidamom cul¬ 
tivation. Because of ecological upset there 
h.is been a laigc scale dcfoicslation and 
the crop has to face long spells of drought 
which udvcisely alfccl the vegetative 
growth as well as the flowering phase. 

Although the latest dalaiclating to area 
undei caidamom plantation, production 
and productivity is not available yet it is 
repoited that yield pci hectaie in other 
major pioducing countries like Guatemala 
Sn Lanka and 'lan/.aiiia is much higher 
than in India. 

In 1977-7S export of cardamom reach¬ 
ed an all-linie peak of 2,954 tonnes worth 
Rs 46 crorcs. Similarly the unit export 
price lealised touched a new peak of * 
Rs 175 per kg. During 1977-78 the vaIttO ^ 
of export was more than 265 per cent of 
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the value of exports in 1976«77 and more 
than 142 per cent of the value of exports 
. of cardamom in 1975-76. Table III indi- 
cates trends in export of cardamom bet- 
, ween 1960-61 and 1978-79. 

' As is evident from Table III our 
! toport of cardamom has been looking 
' down except for the years 1971-72 and 
1977-78 in which it had an increasing 
' trend. In absolute terms the quantity 
, exported had gone up from 2,000 tonnes 
. to 2,700 tonnes in 1979-80 over 1960-61 
showing an overall rise of 35 per cent. 
But it is interesting to note that the value 
earned has an increasing trend since 1960- 
61 and has reached an all-time peak of 
Rs 49.8 crores, i.e. an overall increase of 
1283 per cent. This indicates that value 
earned has increased by a much wider 
margin. This is ail because of sharp rise 
in the export price of cardamom i.e. from 
Rs 18 per kg in 1960-61 to Rs 186 per 
kg in 1979*80 indicating an over all 
rise of more than 923 per cent. India 
exported 2,000 tonnes in 1960-61 which 
earned Rs 3.6 crores in value. The figures 
arc 2,700 tonnes and Rs 49.8 crores res¬ 
pectively for 1979 80. More than the 
. quantity it is the increase in unit value 
that has pushed up our earnings. Thus, 

; the value was Rs 18 per kg in 1960-61 as 
► against the present value of Rs 186 per 
! kg. With the exception of 1976-77 Indian 
I exports improved even in terms of quan- 
■ tity. All this reflects India’s dominance 
' in the world market with respect to the 
{ cardamom trade. With the increase in 

Table IV 

Average Export Price of Cardamom 
from 1960-61 to 1979-80 


Year 

Price 

(Rs/kg) 

% Increase or 
Decrease over 
1960-61 

1960-61 

18.0 


1965-66 

37.2 

106.8 

1969-70 

77.7 

331.6 

-:|971-72 

37.4 

107.0 

J^974-75 

82.0 

355.0 

?'i97^77 

157.1 

772.7 

't977-78 

175.2 

872.0 

'1979-80 

IK6.0 

923.3 


Source; Directorate of Spices Develop¬ 
ment, Calicut. 


Bbasibrn economist 


production and productivity to which end 
all programmes have been aimed, 
doubt India can keep up the same trend 
in the future. Table IV shows trends in 
the average export price of cardamom bet¬ 
ween 1960-61 and 1979-80. 

Export of cardamom been further 
analysed in terms of its share in the total 
export earnings of all spices. Tabic V 

TAJiLE V 


Share of Cardamom in lndia\s total exports 
of Spices between 1960-61 and J979-80 




(Rs in 

[ crores) 

Year 

Total 

Value Earned 

"o Share 


Export 
of Spices 

by Cardamom 

to Total 

1960 61 

16.6 

3.5 

21.6 

1965-66 

62.0 

4.2 

6.7 

1969-70 

34.4 

8.9 

25.8 

1971-72 

33.6 

8.0 

23. S 

1974-75 

62.6 

13.3 

21.5 

1976-77 

72.9 

14.0 

19.2 

1977-78 

137.0 

46.0 

33.5 

1979-80 

165.0 

49.8 

30.0 


Source: Directorate of Spices Deve¬ 
lopment, Calicut. 


gives the share of total exports of carda¬ 
mom in the overall export earnings from 
all spices from 1960-61 to 1979-80. 

As seen from the Table V the export 
earnings from all spices increased from 
Rs 16.6 crores in I960 61 to Rs 165 crores 
in 1979-80 an increase of more than 900 
per cent. Similarly export earnings from 
cardamom went up by 1283 per cent i.e. 
from Rs 3.5 crores to Rs 49.8 crores in 
1979-80 over 1960-61. It is surprising to 
note that the rate of increase in the ex¬ 
port cainings from cardamom is much 
higher than the rate of increase in the ex¬ 
port earnings from all spices. Further, 
the share of cardamom exports in the 
total exports of spices has also increased 
during the same period i.e. from 21.6 per 
cent to 30.0 per cent. Thus it has bright 
prospects in the world market. 

Table VI shows the percentage share of 
cardamom in India’s total export earnings 
between 1960-61 and 1979-80. 

It is seen from the Table VI that there 
has been an increase of more than 824 per 

78 


cent in the export earnings from all items 
i.e. from Rs 660 crores to Rs 6100 crores 
in 1979-80 over 1960-61, while export 

Table VI 

Value of Cardamom Exports during 
1960-61 and 1979-80 

(Rs in crores) 

Year Total Value of % Share of 
Exports Cardamom Total Ex- 



Earnings 


ports 

1960-61 

660.0 

3.6 

.5 

1965-66 

803.4 

4.2 

.5 

1969-70 

1408.0 

8.9 

.6 

1974-75 

2523.8 

13.3 

.5 

1975-77 

5114.0 

14.0 

.2 

1977-78 

5374.0 

45.0 

.8 

1979-80 

6100,0 

49.8 

.8 


Sourcc: Directorate of Spices Develop¬ 
ment, Calicut. 

earnings from cardamom showed a rise of 
more than 1283 per cent during the period 
under review. The table further reveals 
that the rate of increase in earnings from 
cardamom export is much higher than the 
rate of increase in the export earnings 
from all commoditie.s. This is because of 
the higher price realisation of cardamom 
in the world market in the recent past. 
The unit value realisation showed a con¬ 
siderable rise in 1977-78 as compared 
with the crawl of the previous years as is 
evident from Table V. 

Indian cardamom is exported to nearly 
30 countries of the world. The main im¬ 
porting countries are Kuwait, Saudi 
Arabia, Bahrain, Japan, Qatar, Dubai, 
Iran, GDR and Muscat. Out of these 
countries Kuwait alone imports 42 per 
cent of the total Indian cardamom. 
Saudi Arabia is the second largest 
importer of Indian cardamom accounting 
for more than 37 per cent followed by 
Qatar 3.2 per cent, USSR 3 per cent, 
Dubai 3 per cent and Japan nearly 2 
per cent. Tables VII & VIII show 
exports of cardamom to principal coun¬ 
tries of the world in 1978-79 and grade- , 
wise exports in 1977-78. 

The gradewise export of cardamom 
data set out in Table VIII indicates 
that the main grades exported are AUeppy, 







Green, Bleached, Coorg Green and Mixed 
Cardamom. The Alleppy Green has the 
^ largest exports followed by Bleached. 
Coorg Green and Mixed Cardamom 
Among Alleppy Green, the AGS grade 
ranks first followed by AGB, AGS I, and 
AGEB, while among Coorg the GG3 
hold first place followed by CG2. Simi¬ 
larly, among Bleached, BL3 grade has 
first position folloNAcd by BL] and BL2. 
Likewise among Mixed Cardamom MS 
ranks first followed by M£B and MB. 
In cardamom seeds CSl is first followed 
CSB. 

Cardamon oil of commercial quality 
is obtained by distillation of the whole 
Y fruit It is colourless or pale yellow liquid 
with a penetrating, somev^hat camp-hora 
ceous odour and a strong persistent pun¬ 
gent taste. 

India has achieved a remarkable 
breakthrough in the export field of carda¬ 
mom oil. In 1977-78 477 kgs of carda* 
mom oil amounting to Rs 10 crores was 
exported to the USA, Trance. GDR and 
Switzerland, The average export price 
of the oil ranged between Rs 2,000 and 
Rs 2,800 per kg. Cardamon oil has 
bright future in the world market. 

A constraint which requiics added 
attention is the wide fluctuation in 
the average export price of cardamom. 
^ There is utmost need for regulating the 


Table VIJ 

Export of Cardamom to Principal 
Countries of the World in 1978-79 


Countries 

Quantify 

Exported 

(’000 

Tonne.s) 

Value 
Earned 
(Rs in 
Crores) 

%Share 

to 

Total 

Kuwait 

1.16 

24.3 

41 

Saudi Arabia 

0.97 

24.3 

39 

Bahrain 

0.05 

1.0 

1.3 

Japan 

0.07 

1.0 

1.9 

Qatar 

009 

1.9 

3.2 

Iran 

0.05 

0.8 

1.3 

Dubai 

0.08 

1.8 

3.0 

GDR 

0.04 

.5 

1.0 

Muscat 

0.04 

.5 

3 

Total Including 



Countries Export 2.70 

49.8 

100 


Source : Directorate of Spices Develop¬ 
ment, Calicut* 


supply of cardamom at international level 
for bringing stability in its unit value. 
Recently an International Cardamom 

lAIU.K VlII 

Gradewise Export of Caidamom from 
India in 1977-78 


Grades 

Quantity 

Exported 

(in 

Tonnes) 

Value 
Earned 
(Rs in 
Crores) 

% Share 
in 

Total 

Alleppy Green 



AGEB 

177 

3.5 

7 

AGB 

872 

16.3 

33 

AGS 

990 

17.4 

38 

AGSI 

407 

6.3 

1 

AGN 

39 

.4 

1 

Coorg Green 




CGEB 

1 

.01 

N.G. 

CG?. 

6 

.08 

N.G. 

CG3 

13 

.90 

1 

Bleached 




Bll 

19 

.30 

1 

B12 

2S 

..30 

I 

B13 

^0 

.60 

2 

Mixed Cardamom 



MEG 

3 

.05 

N.G. 

MB 

2 

,04 

N.G. 

MS 

2 

.10 

N.G. 

MSI 

3 

.04 

NG. 

Cardamom Seeds 



CSl 

6 

.07 

N.G. 

tS3 

6 

.04 

N.G. 

Total 

2,954 

46.00 

100 


Source : Directorate of Spices Develop¬ 
ment, Calicut. 

Community has come into existence to 
solve the numerous handicaps faced by 
the cardamom trade. 

If cardamom is to achieve its full 
potential yield and production, a number 
of measures should by taken immediately. 
The growers should be guaranteed remu¬ 
nerative prices and unhealthy competition 
in international markets should be minimi¬ 
sed to the lowest possible extent. The un¬ 
economic units particularly in small hold¬ 
ings must be reorganised, whereas plant 
disease and posts should be checked 
before they take a big toll. Endeavour 
must also be made to evolve new strains 
with potential for increasing productivity. 

Similarly inadequate scientific research 
is also a reason for a decrease in export 


trade of cardamom. The research pro« 
gramme should be intensified to tackle 
specific consiramts which have been res¬ 
ponsible for low yield. This is especially 
so vvith regaid to prevention of pests 
and diseases. The demonstration of 
scientific methods of growing, adoption 
of high yielding varieties, preparation of 
land, and improved planting methods 
must be undertaken on a large scale. 

Small growers depend fully on the 
market mechanism where cither the 
auctioneer or the dealer is prominent. The 
crop passes through a large number inter* 
mediaries before it reaches the consumer. 

As a result, the ultimate unit value is 
much higher. Though the Cardamom 
Board has taken some measures to stream¬ 
line the system, it has not met with any 
success >ct. 

Lack of Finance 

Besides numerous other reasons lack of . 

V 

financial resources has hampered the 
growth of cardamom ciop. In order to '^j 
oveicome this problem the financial ins- { 
titutions should come foiward, and ' 

’ ■j 

liberally provjc'c adequate capital for ^ 
developmental programmes. 

From the foregoing analysis it is clear 
that cardamom is one of the crops 
which bring in hard currency. The future ; 
seems to be promising, as the demand for 
this crop in international and domestic i 
market is steadily incicasing. It will be good ; 
foi India to increase its plantation further 
and explore possibilities of export as it is 
the second largest foreign exchange earn- * 
ing spicc. India still holds the foremost ; 
place in the world trade of spices despite ; 
tough competition from some other 
countries. If, thcicfore, this place is to be ,, 
retained our pi ices must become compe- ; 
titive and quality standards should be ; 
maintained. Sirc^' the existence of Carda- ‘ 
mom Board and the implementation of I 
various schemes to stabilise price, extend ^ 
cultivation and increase productivity, ’ 
have been encouraging, the outlook for 
cardamom in years to come would be 
quite good, if simultaneously other pro¬ 
blems of the grow'crs relating to cost of | 
production, a profitable leturn, the 
availability of fertiliseis etc. are also' 
taken care of. ^ 
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Focrn on Industry 


Shortage of Natural Rubber 


The output of natural rubber has been 
slow to increase during the last few years 
thereby causing a shortage of this com¬ 
modity in the country. Mr V. K. Modi, 
President, All-India Rubber Industries 
Association pointed out recently that dur¬ 
ing the last five years from 1976 to 1980, 
natural rubber production increased only 
marginally by 5,000 tonnes from 148,000 
tonnes in 1976 to 153,000 tonnes in 1980. 
This is despite the fact that the market 
prices and revision of statutory minimum 
T prices were in favour of the grov^ers. 

As far as consumption of natural rubber 
is concerned, it has increased by 40,000 
tonnes the last five years from 1,33.000 
tonnes in 1976 to 1,73,000 tonnes in 1980, 
thus converting a surplus situation to a 
deficit one. In fact, it is this critical fall in 
production coupled with hopelessly insuffi¬ 
cient and dangerously inadequate imports 
followed by erratic liming of such imports 
that has pul the inJustiy on the precarious 
rock of spiralling price. 

The natural rubber shortfall has to be 
made good through imports during the 
year 1981-82, which might be 37,300 
^ tonnes, as has been calculated by the 
ft Association. 


(in tonnes) 

1. Production 1980-81 153,000 

2. Imports 1980-81 9,250 

3. Consumption 1980-81 175,000 

4. Stock end March 1981 

including imports 33,700 

5. Minimum stock required to be 

maintained (3 months 
consumption) 46,000 

6. Thus deficit as cn March 31,1981 12,300 

7. Estimated production 1981-82 160,000 

8. Consumption in 1981-82 185,000 

9. Total deficit 1981-82 37,300 


As against this minimum requirement 
of 37,300 tonnes, import so far authorisec 
for 1981-82 is only 27,750 tonnes. Mr 
Modi has urged that the Government 
should announce further import plan of 
^ 10,000 tonnes during 1981-82 in order to 
arrest the ever rising prices of natural 
rubber in the countries. 

The magnitude of high prices of natural 
rubber and their adverse effects on the 


industry could be more meaningfully 
understood by looking at the way the 
market prices have shot up in the recent 
past. The average price of natural rubber 
which was Rs 6140 per tonne foj RMA I 
grade in 1976 has risen to Rs 18,000 per 
tonne at present and even at this price, 
the dealers and producers are unwilling to 
unload the stocks in the market by virtue 
of their hoarding power. During the last 
5i years, the plantation sector has mopped 
up a considerable sum by way of diffe¬ 
rence between the statutory minimum 
prices and the market prices. 

Mr Modi hoped that this additional 
gain has been ploughed back into replan¬ 
tation and new plantation endeavours. 
He added that there was not much 
evidence to this as the total production 
has increased only 3.3 per cent in last five 
years. Mr Modi proposed long term and 
short term plans so that on the one hand 
the country should become self-sufficient 
within a reasonable period of time and on 
the other hand provide immediate relief 
to the consuming industry. 

1. Direct import of natural rubber by 
the industry itself under OGL, with no 
import duty attached to it as in the case 
of STC. 

2. Since there is no excise duty on 
natural rubber, the countervailing duty at 
present charged should be removed. 

3. Since the country will have to depend 
on imports of natural rubber for a long 
time to come, as per the study of the 
NCAER, adequate buffer stocks should 
be maintained in the country itself, so that 
supplies are available when needed the 
most. In this connection, the Govern¬ 
ment would do well to consider favour¬ 
ably a suggestion made by MARDBC in 
Malaysia who are willing to maintain 
buffer stock in India at their own cost. We 
understand that Yugoslavia and Biazil 
have entered into such agreements with 
MARDEC. 

4. The Government may also consider 
a bilateral arrangement on a long term 
basis with Sri Lanka, whereby we import 
on a barter system natural rubber from 
that country against an exportable com¬ 


modity from this country. Such an i 
arrangement is in vogue between China 
and Sri Lanka at present. > 

1. Massive cultivation of natural rubber 
should be undertaken both in conven- / 
tional areas as well as in unconventional .. 
areas as an urgent national policy. 

Rubber plantations should be allowed t; 
in States like Maharashtra, ICarnatakat l: 
Go:i, Tamil Nadu, Tripura etc, in order .0^ 
to accelerate the production of natural 
rubber. Since ii takes seven to eight years 
for the rubber trees to mature and start "A 
yielding rubber, it will be necessary for 
the Government to provide the follow- 3 
ing incentives apart from the planting and | 
replanting subsidy; A 

i) The Government assistance in mak- ■: 
ing suitable land available for rubber plan¬ 
tations as well as requisite arrangements }l 
for funds through libe.al loans. 

ii) Until the gestation period of 7 years 5 
is over and the plantation starts accruing 
revenue, there should be a moratorium on ’ 
repayment of the loan. 

iii) Rubber goods manufacturers and 

manufacturers from the tyre industry 
should be encouraged to get interested 
in rubber plantations as this is an import 
substitution effort. j 

2. A third synthetic rubber plant be i 

sanctioned forthwith with a minimum' J 
capacity of tonnes for general 

purpose synthetic rubber. | 

3. A butyl rubber plant sh )uld be 'j 
sanctioned by the Government either in 
private sictor or public sector at an early { 
date, since the consumption of this typt i 
of rubber could be substantial if available ' 
locally. 

4. A separate dcve’opment council for ii 
the rubber indusiry should be formed, 
where all matters affecting the planning ' 
for the rubber industry could bi discussed j 
and suitable pi ms could be formulated at 
one centralised forum. 

6. Rubber Boaid should be restructure 
ed so as to give parity of representation i 
between producers and consumers, notii 
only of natural rubber but also of synthc^i 
tic rubber. 

—Hardev Singh; 
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STATE OF THE 
ECONOMY 


Indo-Vsnezuelan 

Cooperation 

India and Venezuela recently 
agreed to increase not only 
trade but also ecimornic co¬ 
operation. It was also felt 
that the two countries should 
promote joint ventures. During 
the couise of discussions which 
the visiting horeign Minister 
from Venezuela, Dr J.A.7 
Velasco, had with the Union 
Minister for Commerce, Steel 
and Mines, Mr Pranab 
Mukheijec, coopeiation in 
various fields including powci 
generation, engineering goods, 
civil coustmction, steel and 
alumimurn spccificjlly figured. 

The two Ministciswcre also 
of the view tliat there should 
be more technical, industiial 
collaboration among the deve¬ 
loping countries. They tell 
that trade between the two 
countries was small at picsont 
and steps should be tciken to 
increase and diversify it. Px- 
perls of the two countries 
should also identify areas of 

i economic cooperation. 

Mr Mukherjee suggested that 
the two countries should sign 
a trade agreement. He des¬ 
cribed in dthiil the progress 
made by India m steel. It 
was indicated that the pros¬ 
pects oi collaboiation in this 
field should be examined m 
detail. The two Ministers 
j also discussed the possibility 
j of collaboialing in the pro- 
H duct ion of aluminium. The 
y visiting Minister stressed the 

I need foi more cooperation 
among the developing nations. 

India's exports to Venezuela 
were worth Rs 56 lakhs in 
1979-80 compared with Rs 226 
lakhs in 1978-7^1. Imports 
from Vcrit/utla were worth 
Jls 2.010 lakhs in 1979-80 
against Rs 41 lakhs in 1978-79. 
During the fiist six months 
'4 of the 1980-81, India's exports 
S to VeneAiela were worth Rs 12 


lakhs compared with Rs 3,050 
lakhs ol imports from that 
country. 

India’s major exports to 
Venezuela are retreaded tyres, 
tyie cases for motor cars, 
hand tools, Jocks and pad¬ 
locks, motor generators, 1) C. 
motor 1 to 50 HP, DC 
gcnenitors, ui iform dresses 
ol cotton handloom and mill 
made, blouses of cotton hand- 
looms, mango juice and iig^n- 
balties. Iiidii^'s imports liom 
Vene/utJa .iie puiils iitluial 
(1 cal), unwoiked «.ndwoik'd, 
dictmond rtiastcd (othci than 
mdiistiiaJ diamonds) rough 
simply sawn ard Icaad or 
bruttd, and pyits and exces- 
soiics ol lifimg, handling and 
loading machinery. 

Nickel Price Raised 

The Government has raised 
the prices of nickel by as much 
as Rs 3,000 per tonne and 
effected marginal increases in 
the prices of electrolytic and 
special high grades of zinc. At 
the same time it left the prices 
of copper, lead and tin un¬ 
changed. This follows the de¬ 
cision of the special pricing 
committee constituted by the 
Government to determine the 
domestic selling prices of all 
non-ferrous mdals imported 
by the State owned Minerals 
and Metals Trading Coipora- 
tion (MMTC). 

The new prices which come 
into cffict from July I, 1980 
arc cx-godown prices of MMTC 
and exclude sales tax, octroi 
duty and the like. Under a 
notification to this effect issued 
recently the prices of nickel 
squaies/cathodes/pcilets and 
briquettes has been raised to 
Rs 90,000 per tonne from the 
last month's price of Rs 87,(00 
per tonne. Similarly the prices 
of electrolytic high grade zinc 
have been raised by R.s 250 
per tonne to Rs 16,000 per 
tonne from Rs 15,750 per 


tonne. And in the case of 
of special high grade zinc, the 
price has been raised by Rs 1 50 
per tonne to Rs 16,100 per 
tonne from Rs 15,850 per 
tonne. The prices of other 
non-ferrous metals which have 
not been changed arc electro- 
lytric copper wire bars Rs 32,300 
per tonne, continuous cast 
copper wire rods Rs 33,800 
per tonne, pig lead of 99.97 
percent purity Rs 11,000 per 
tonne, pig lead of 99.99 per 
cent purity Rs 11,100 per 
tonne and tin Rs 1,80,000 per 
tonne. 

Additional Capacity 
for Pesticides 

The Government has relaxed 
the ban on setting up of addi¬ 
tional capacity for formula¬ 
tions of pesticides in favour of 
Central and State undertakings 
and cooperatives. At present, 
there is a ban on seeing up of 
additional pesticides formula¬ 
tions c.ipacity unless the pro¬ 
posal IS firmly linked to a time- 
bound programme for manii- 
fixture from the basic stage. 

An official press release stat¬ 
ed the Government ha** been 
receiving representa’ions for 
relaxations of this ban. It is 
pointed out that relaxation is 
essential to remove regional 
imbalances and to meet local 
needs as well as to promote 
the use of new and sophisticat¬ 
ed pesticides. Before allowing 
fresh capacity in the small-scale 
sector the present arrange¬ 
ments for quality control in 
respect of existing units will be 
reviewed and streamlined. 

New Fertilizer Units 

The Indian Farmers Ferti¬ 
liser Co-operative Ltd (IFFCO) 
which has decided to put up 
a Bombay High gas-based 
ammonia plant, is to opt for 
one of the two ammonia tech¬ 
nologies used in Thal-Vaishet 
and Hazira. Mr L.R. Talwar, 
Managing Director of IFFCO 
told a press conference recently 
that the proposed plant would 
have a capacity of 13,500 
tonnes of ammonia per day 
with associated facilities for its 
conversion into urea or urea 
and nitro-phosphate oomplex 
fertiliser. The project is esti¬ 


mated to cost Rs 500 drores to 
Rs 700 crores depending on the 
product pattern. 

IFFCO has also decided to* 
go in for a Joint venture in 
Senegal for the production of 
phosphoric acid and solid phos- 
phatic fertilisers based on rook 
phosphate available in the 
country. Of the Indian share 
capital of 17.7 crores, equiva¬ 
lent of 21 per cent of total 
share capital, IFFCO would 
contribute Rs 8 crores. India 
will get an assured supply of 
110,000 tonnes of P 2 O 5 an¬ 
nually from the joint venture 
at the international prices. 

Raw Jute Floor Price 

The Union Government re¬ 
cently announced an increase 
Ill the statutory minimum price 
of raw jute for the current 
season. The new price was 
fixed at Rs 175 per quintal 
for W-5 grade (ex-Assam) as 
recommended by the Agricul¬ 
tural Puces Commission. 
The price for the previous 
season was Rs 160 per quintal. 

The prices foi other grades 
of raw jutc would be notified 
by the Jute Commissioner in 
terms of Clause 8 of the 
Jutc (Licensing and Control) 
Order, a press release issued 
by the Commerce Ministry 
stated. 

In line with the recommen¬ 
dations of the task force on 
jute, ''adequate incentives will 
be provided for cultivation and 
production of quality fibre by 
an m-built incentive in the 
price structure of raw jute 
notified by the Jute Com¬ 
missioner”, the official re¬ 
lease explained. 

The responsibility of price 
support operations would rest 
with the Jute Corporation of 
India. It proposes to procure 
21 lakhs bales of raw jute 
in the 1981-82 season. In the 
previous season, it procured 
10.61 lakh bales. 

Rupee-Pound 
Exchange Rate 

The pound sterling has ■ 
become cheaper b> 10 paise 
following the upvaluation of 
the rupee by 0.58 per cent by 
the Reserve Banq of bodia 
on July 1. The RBI has 




fixed a middle rate of Rs 16.90 
per pound against the earlier 
Rs J7. The buying and selling 
Elites are, buying: £5.9347 per 
Rs 100 corresponding lo 
Rs 16.85. selling £5.8997 
per Rs 100 corresponding to 
Rs 16.95. 

ASME Recoguition 
for BHEL 

BHEL, Hyderabad joins the 
select band of pressure vessel 
manufacturers who have been 
awarded the pnstigoous ‘U’ 
stamp symbol of the American 
Society of Mechanical Engi¬ 
neers (ASME). With the 
of the Certificate of 
/Kiithorisation to build pres¬ 
sure vessels in accordance with 
AsME boiler and pressure 


vessel code, BHEL can now 
use the ‘U' stamp on pres¬ 
sure vessels and i.ame plates 
manufactured by them. 

The authorised inspection 
agency from USA (M/s Hart¬ 
ford Steam Boilers Inspec¬ 
tion aud Insurance Ccmp:my) 
surveyed the BHEL Plar^t a 
few limes and assessed the 
available facilities and the 
quality control systems in 
vogue. The final survey was 
conducted by a joint survey 
team from National Board of 
Boilers and Pressure Vessel 
Inspectors of the UsA and the 
authorised inspection agency. 
On the basis of their recommen¬ 
dation, the AsME has award¬ 
ed this coveted rcccgiiition lo 
BHEL, Hyderabad. BHLl. 
now fulfils a pre-requisite in¬ 


sisted upon by international 
consultants for participating 
in global tenders. This re¬ 
cognition has provided BHEL’s 
products with the stamp of 
quality and opened up new 
export possibilities. 

Import of Raw Wool 

The union Government has 
added one more item—raw 
wool 48s and below—to the 
scheme of duly free imports 
against replenishment licences. 

A public notice to this cffoct 
has been issued by the Chief 
Controller of imports and 
Exports. With the addition 
of raw wool, the number of 
items under this scheme goes 
up to four. The earlier three 
items arc: stainl^s steel sheets 


or strips (non-magnetic), brass 
scrap and zinc. 

Confoctionery 
Industry's Plea 

The confectionery industry 
has urged the Government 
to provide cash subsidy of 20 
per cent on exports and supply 
levy sugar in case low priced 
imported sugar is not avail¬ 
able. In y resolution moved at ,. 
the annual general meeting of 
the Indian Confectionery ' 
Manufacturers Association, , 
industry representatives said ' 
that the sugar based industry 
had a high growth, potential ■ ' 
and its natural growth should . 
be allowed by providing basic ■ 
facilities. 

The association also pleaded 



111 


iV 


tiwv in iQfii 





for abolition of excise duty 
on mdustiiiil supai It was 
noted that this industi\ used 
to handle over 2S,(X)0 tonnes 
ot products piioi lo 1974 which 
has now dcLiincd to 9 000 
tonnes 

The iinnual gcncMal meeting 
of I he associatiim was in- 
auguuited by the Deputy 
Ministci foi CimI Supplies 
Mr P K Thuugon who uiged 
the Jiidusti^ to cooperate with 
the Goveinmcnt in solving its 
pi oblems 

Industrial Units' 
Progress 

The giowtJi in DGID 
sector of indusliics duiing 
Apiil, 19X1 was n 1 per cent 
when compaicd lo Api il I9h0 
ThiitvtiNO iiulustMcs tichic\ed 
giowth ol more thin 2 ^ pci 
cent Signi(leant among them 
being Niliogenous Itililiscis 
Aluminium Ncwspiml Peni¬ 
cillin, AgiuultuKil Tijetois 
Commercial Vchtiks, Atps etc 
Another mdustiics ha\c 
recouied giowih in the umge 
of 10 lo 2S pel cent S une 
of them die Paper «ind Papei 
Board, Phosphiiie feilili ers 
Cjuslie Sodti Soda Ash 
Licet lie Molois fCiilwav 
Wagons etc [niitvihiee m- 
dustijcs achieved pos live 
giowth ol less ihsin 10 pei 
cent and 29 industiic^ had a 
negative giowth Phis sipni 
hcaiitly good giowth dining 
\pril, 1981 brought tin giowth 
during the liisi Icm months 
ol 1981 (I c January-Api 1 1 
*81) at a level of 10 6 pel cent 
when eojiipaied lo the same 
period last >eai 

More Workers Covered 
Under ESIS 

Mis Rjmdiilaii Smha, 
Minislir cl Stile toi I about 
said icceull\ that neaily 
50.(M)() woikeis have been 
biouelit unde I the puiMcw oj 
Employees State Insmancc 
Scheme dining the (nsi lour 
months of this >eai Presid¬ 
ing o\cr the meclinc ol the 
standing commit lee ol the 
I Si Coiporat>on sJk added 
that better pcrfoimauco could 
be L\ pc clod in future as ihe 
I In oil I aboui Muiislei had 


already written to the Chief 
Mmistcis (oi assistance in 
aceeleiatmg the pace of im¬ 
plementation and extension of 
the scheme in then SL’tes 

Rcgaidmg extension of the 
scheme to smalici establish¬ 
ments, she mfoimcd the mem¬ 
bers that Madhya Pradesh had 
already taken the initiative and 
pioposcd to extend the scheme 
lo slate-pencil manufaelui mg 
units employing one oi mote 
woikeis and lo beedi manu¬ 
facturing establishments in 
certain areas having ten oi 
more pei.ons Mrs Smha 
pointed out though the eovei- 
age of veiv small establish¬ 
ments would pose some pi ob¬ 
lems of cnloicement vet a 
beginning had lo be made in 
this itgaid bcc«mse the work- 
keis in these seetois lepiescnl 
the Vulnerable section of the 
society and needed social sceu- 
iity piotection The Mmistei 
informed that the holiday 
homes built by the Coipoia- 
lion were a\ailablc to the 
insured cmpio>ees at the late 
ol lupec one pei dd> 

Foundry Industry 
in Bihar 

BITCO, a subsidiaiy of In- 
dustiial Development Bank ol 
India, has conducted a study 
on the touudiy Industiv in 
Bihai with a view to eariy 
Out an analysis ol its piesenl 
status and lutuie giowth pros¬ 
pects in the State At picsent 
there aie around 100 lound- 
iics in Bihar wiih an annual 
instilled capacity ol 2 ^ 0,000 
MT as against the industries 
installed capacity of 24 lakhs 
MI in the eounliv as a whole 
M i)or portion of (he instal¬ 
led capacity in Bihai is used 
loi giav lion castings with 
only small portions being used 
loi malleable non eastings 
alloy steel castings and non- 
leiioiis castings I omuliy 
indusiiv in Bihai is iaigely 
conecnliatcd in Dhanbad 
Gt»va Patna Ranchi and 
Siiighbhum distiicts The basic 
reason lor development of 
foundi> industiy m these 
di 11 lets would appeal lo be 
their pioximitv to the inte¬ 
grated steel plants and the 
pinaie seetoi large industries 
like TISCO and TFLCO The 


area is also 4 major coal 
mining belt, givinfe a boos! 
to foundr> products 
An analysis of the likely 
demand foi non and steel 
and non-feirous eastings in 
Bihar during the decade in¬ 
dicates that the available capa¬ 
city in Bihar is sufficient to 
catei to the needs of the 
future estimated demand 
Neveithcless there exists a 
justihcation for setting up 
captive (diieillaty foundnes for 
steel plants, HFC, 'IFLCO 
etc ) As in other pa its of the 
country, foundry units In Bihai 
are facing boUlenecks like 
shoitage ol powei, law 
materials and woikmg capital 
funds I he working ol the 
units IS not satisfactory moie 


so in Bihai, because of other 
reasons like outdated machi- 
neiy, lack of technical and 
commeicial skills, inefficient* 
mamigement, inadequate me¬ 
chanisation, lack of testing 
facilities etc Many units 
work only oeassionally and 
uneconomically BITCO has 
suggested suitable mcasuies, 
piopei implementation ot 
which IS cxpetlcd to put such 
units on sound looting 

Output of Sponge 
Iron 

The Central Fuel Rcseaich 
I list I lute, FHhanbad has deve¬ 
loped a new process (patent 
hied) loj the piodaction of 
sponge non While knowri^ 
technologies involve icduc 
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YOUR mX RETURN 


Ordinarily SOth June is the last date tor filing Incoma^x and Wealth 
tax returns However parsons engaged in business or profession can 
file their returns before the expiry of four months from the end of the 
accounting year or 30th JUNE whichever la later The information in 
the tax return should be correct & complete and no false claim should 
be made Correct form of return should be used, viz i 

Form No 1 For Companies 

For persons engaged in Business or Professloit 

For assessees whose total Income does not Include 
Income from Business or Profession 

Form No 3 A For assessees (including companies) claiming 
exemption under section 11 of IT Act 1961. 

Return forms can be obtained free of charge from the Income-tax 
Officer or from the Public Relations Officer in the Office of the 
Commissioner of Income tax Income-tax Return Forms No 2 and 3 
are also availebie at selected Post Offices for 30 paise each 
Rerrember to fill up ITNS 224 os an Annexure to the Return This 
facilitates expeditious disposal of rectification applicationa, appeal 
effects & grant of pending refunds etc 


Tex due on the self assessment basis after taking credit for pro paid 
taxes should be deposited & counterfoils of advance-tax and self 


asaessmeni tax paid along with receipts of LIP CDS and oertificetea 
of tax deducted at source should be enclosed with the return 


timely submission of 
correct £f complete return is 
the best security against 
tax worries 


Director of Inapeetlon 

(Reeearch Statistics Printing & Public Reletfone) 
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tion of iron oie by ^dses gene- 
lated by gasification of coal 
or char, in the CFRI process 
^ external ieduction is neces¬ 
sary Fuithci CFRI process 
docs not involve fine giindmg 
cithci of the lion oic or the 
leductanl non-coking coal as 
against the noimal piacticc 
of fine gnndmg of iron oics 
bcfoie Its pelletisation and 
subsequent leduction In this 
novel pioccss, the ieduction 
is intrinsic and takes place in 
the biiquelles, pellets or ex 
tiudcd shapes made out ol 
the essential ingredients This 
bieaklhrough has been possi¬ 
ble by judicious mcorpoid- 
^>n ol the lediatant (coal) 
Tii ihc mjtiix ol the non fines 
111 the toini ol piefoimcd 
shapes which, when suHably 
tieated m a fumjco leads to 
pioducljon of sptMige non 
lumps ol dosiri,d shape. M/e 
and weight The sponge non 
IS suitable loi thaiging into 
blast tuinue or dncellv into 
sled making lumaces 

High 1 Jhcicnc} 

The process is sJl-suppoi ting 
in so fai IS Us fuel rcquiicmcul 
is conccined The 1 real incut of 
the pieloimcd shapes genera¬ 
tes 12,()00 lo 15,000 cit ol 
^us pel tonne ol sponge non 
produced, the caloiilie value 
of the gas is 220 Blu per tit 
which IS muth iichti than the 
blast fuiudcc gas This 
quantity of gas is moic than 
sufficient foi sustaining the 
icquned Icmpeiatuic gradient 
m the futnace wherein dnect 
production ol sponge non 
lakes place, involving induia- 
lion, leduction and incipient 
(usion- all in one step Fuel 
efhciency ol the proce'^s is 
highest amongst all the sponge 
non pioccsscs so far known 

In the process biiet non 
oie fines ol suitable quality 
is ground ihiough 3 mm, 
mixed with non-coking sl.ick 
coal and usually 15 to 35 
per cent ol the iron oie 
Water is added to the mixture 
make a paste, with addi¬ 
tion of small quantity plasti¬ 
ciser, if requiied The mix 
15 briquetted or extruded to 
desiied shapes. The moulded 
shapes are charged into suit* 


able furnace in three difieient 
zones With tempeiatuics lang- 
ing from 300 lo llOO'^C 
The moulded shapes during 
passage through the luruace 
undeigoes a seiics ol sequen¬ 
tial icactions, namely iidu- 
ralion, reduction and inci¬ 
pient fusion Sponge iron 
IS foimed as a consequence 
which IS progressively cooled 
and discharged into a close 
chambci with leducing al- 
mosplicic The metallisation 
ol the sponge non pioduccd 
vanes from 70 lo 92 pci 
cent, the carbon content bcMng 
only in the langc of 0 22 
lo one per cent 

Central Loans 

The Government of Indi^i 
has announced the issue of 
the lollowmg lour loans ag 
gregatmg to Rs 750 ciores (n 

6 00 r^r cent Loan, 1985 to be 
issued at Rs JOOOO ptr tent 
and icpayable at pai on Jul> 
21, 1985 (ii) 6 75 ptr eeiu 
I oan, 1991 to bj issued ai Rs 
100 00 per rent and repayable 
at par on July 21, 1991 (m) 

7 50 pci cent I oan, 2001 to 
be issued at Rs 100(0 per 
cent and repayable at par on 
July 21, 2C0I (iv) b 00 pei 
cent Lean, 2011 (Second issue) 
to be issued at Rs 100 00 per 
cent and repayable at par on 
April 27, 2011 Subseiiptions 
to the above loans will be 
leceived in the form of cash 
clieque/sccunties of Cjoxciti- 
meni of India per cent I oan 
1981 and 4 per cent loan 
1981 

Subseiiptions will be icce'i- 
ved only on July 21, 1981 upti 
the close of banking hours 
In the event oi a hoIida\ being 
dcclaied by any State Govern¬ 
ment under Negotiable Instru¬ 
ments Act, 1881 on that day 
the subscriptions will be actep- 
ted at the concerned reecwing 
offices in that State upto the 
close of banking hours on the 
following working day Gov- 
cinment reserves the light lo 
retain subseiiptions upto 10 
per cent in excess (»f the 
notified amount of Rs 750 
croics. 

If the total subscriptions 
received fer the loans exceed 
the notified figure plus the 
amount of 10 per cent reta¬ 


inable as aforesaid, paitial 
allotment will be made in res¬ 
pect of the cash subscriptions 
and the balance refunded in 
cash as soon as possible. In¬ 
terest on 6 00 per cent I oan 
1985, 6 75 per cent loan 
1991 and 7 50 per cent loan 
2001 will be paid half->eariy 
on July 21 and January 21 
Interest on 8 per cent 1 oan 
2011 (Second issue) will 
be paid half yearly on 
October 27 and April 27 and 
interest for the pe'ricd Lorn 
July 21, 1981 to Oetobci 26 
1981 (inclusive) will be pud 
on Octobei 27, 1981 Interest 
on the secuiilics ol AI pei 
cent loan 1981 and 4 per cint 
Loan 1981 tendcied loi con¬ 
version will be paid at the' 
rate of 4a per cent pc i annum 
and 4 per cunt pti annum res- 
pctiveW upto and inelusivt o! 
July 20 1981 at the lime 
of issue of new securities 

Intelest on ihe loan*^ now 
issued together wiih miertst 
on other previous Goveinmtnl 
securities and ineomi from 
other approved investments 
will be exempt from incomt i j\ 
subject tes i limit i 1 Rs 00 
pel annum and ubjcei to 
other piovisions of Section 
SOI of the Income I \ Act 
1961 The value ot Hie inv».st 
ments m the loans now issued 
together with the value of 
other previous investments m 
Goveinment see unties nd 
the othci investments speeilieil 
in Section 5 ot the Wealth 
Tax Act will also be c\em|>t 
from the wealth tax upto 
Rs 150.()(K) 

Applications lor the loins 
will be rtecived at 

(a) Ofliccs of the Reserve 
Bank of India at Ahmedibad 
Bangalore, Bomb, v (I oil and 
Byculla), Calcutta, Hyderabad 
Jaipur, K-anpur, Madr s, 
Nagpur, New Delhi ai d Patn., 

and 

(b) Branches e>f the St ic 
Bank of India it .11 places 
in India except at ( ) above 

Cooking Gas for 
Delhi Rasidents 

To reduce dependence on 
oil and fossil fuels as well 
as to conserve powci, it has 
been decided to piovide cheap 


cooking gas (obtained by 
treating human cxcicla flushed 
down the toiJtls) lo the icsi- 
dents ol resell lenient colonies 
which aic going to he built 
on the pciiph rv of Delhi 
Besides pioMding cheap cook¬ 
ing gas, the scheme will help 
save the environment which 
IS being damaged by indis- 
eiiminilc felling of the trees 
meiely loi getting cheap hre- 
wood The decision was taken 
ricently at a meeting of 
ihc task loiee' set up by the 
Miiiisiei ol stale foi S&T, 
Lleetioim and Fiiviionmcnt, 

Ml C P N Smeffi 

It was also decided to treat 
sullage bung diained at pre¬ 
en I into N, jileaih Nallah and 
Ihe nallahs iieai Raj Ghat, 
Shanli V.ina and C Power 
Slalion lo piovide elieap cook¬ 
ing gas lo the lesidenls of 
nuehbouiing aieas and thus 
leduee im leasing demand of 
liqiitliLd petioleum gas It 
would have in added ad- 
van I agi <d di I Ring tieated 
watu into Yanuini and le- 
duung pollution Gas geneia- 
ling (Iige teis will also be 
installed at Ga/ipin Cattle 
Colons on iJu outskiils of 
Delhi lo piovkit cooking gas 
hv Healing eowdung ol nearly 
1()()(H) cattles being leaied in 
ihe eolemv Similai plant will 
be insialleii in Madanpur 
khad.ii, anotliei village' neat I 
Delhi I 

I 

Lakshadweep Power I 

Scheme 

The Plfiining Commission 
has appioved I Ik se'henii' for 
aiunieniinL' dusel geiiuation 
Ccpaulv . nd disti ibiuion sys* 
tun ol kalp I I Island in Lak- 
shadweip 1 slimaled lo cost 
Rs 10 18 lakhs the scTieme 
en\is.i‘»es iiisla Nation of two 
d'esel genu at mg sets of 65 
kw eapiuiv It is proposed 
lo opwiate the existing 1 x 50 
kw dic'el geiicialing sets with 
the new 2 \ 65 kw sets in 
pai lei Mjjoijtvmsof work 
und(.i Ihe Swhune include addi* 
tion and alteiation 4)f the 
existing power house building, 
iKslallaliop of diesel gene rat-* 
ing set>, eonslitulion ol new 
wile' lines, and providing 200 ' 
domesiic/commeiciaJ, four in* 
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dttstrial/spccial category and 
. 72 street light points. 

N«w Oceanographic 
Research Vessels 

The Government is piociii- 
ing an Oceaiu>gi .iphic Keseaich 
Vessel (ORV) fiom hcdcral 
Republic of Gcimany for 
research and development on 
no-living 1 csouices. One of the 
objectives of the \csscl is to 
conduct jcsctiidi and sui\e>s of 
mineral nodules in the Indian 
Ocean I eg ion. ORV will have 
all weatlier capvibility long 
endurance and sophisticated 
scientific equipment. A loan 
amounting to PM 50 nullum 
is being punidcd for con¬ 
struction of the ship in West 
Germany. The mtcicsf jm^ablc 
is 3/4 of one per cent and the 
i loan is lejxiyable ovci a pciiod 
of 40 years commencing fioin 
June 1991. An additional 
1 DM 16.8 million is being pio- 
I vided as an outiiglil giant for 
} the scientific equipment being 
I installed on the ORV and foi 
I training of the Indian scientific 
and technical pcisonnel. 

Petroleum Scientific 
Advisory Committee 

The inauguTul meeting ol 
the Scientific Acvisoiy Com¬ 
mittee consul uled b\ the 
Government ol India foi the 
Department of Pctioleum, to 
advise on policies iclaiing to 
Science iuid Tcchnohigy and 
itieasuies to implement ilum 
to ensuie optimum piccessing 
of hydrocaibon lawmaUiials, 
headed b> Piol. M.M 
I Shanrui, Piof^ssor of Chemi¬ 
cals Engineering, Dtpaiimcut 
of Chemical Tichnology, 
Bombay Uiiiveisit>, was 
inauguiatcd by Mr P.C\ 
Sclhi, Minister foi Pelrokimi, 
Chemicals and Eertiliscis. 

The other members of the 
Committee include: Dr J.S. 
AhluN\dlia, Head, R&D 
Centie, Indian Oil Coipoia- 
tion; Di J N. Baruah, Acting 
Directoi, Rcgiojail Reseaich 
Laboraioiy, Joihat; Di I..K. 
Doraiswamy, Dnccior, Nd- 
I tional C'hcmical Labouitory, 

I Pune; Di V.R. Gowaiikai, 
Director, Space Rescaich 
1 Centre, Thmnba, Tiivaudium; 
i Mr V.B. Gupta, Professor of 


Textile Engineering, Indian 
Institute of Technology, Delhi; 
Dr l.B. Gulati, Director, 
Indian Institute of Pcliokum, 
Deh radun; Dr N i tyanaiid, 
Dircctoi, Central Drug Reseaich 
lii'^titute, Lucknow; Dr P.K. 
Mukhopadhyaya, Manager. 
R&D liiigmecrs India Limi¬ 
ted, New Delhi; Piol Sukiidev, 
Dj lector, Malli Chtm Labo- 
ratcuy, Baroda; Dr Th>aga- 
rajan, Director, Regional Re¬ 
search Laboratory, llyd^iabad; 
Dr B.D. Tilak, Ex-Dnccior, 
National Chemical Labtnalory, 
Poona; and Dr S- Varadarajan, 
Chairman-cum-Maiiaging Dir¬ 
ector, I P.C.L, Baioda. Sec¬ 
retary, Petroleum Miinstiy and 
Joint Sccrctai'Ks and ridviscrs 
m the Depaiiment ol Peiiokiun 
arc peimaiiciu inviiccs lo Hie 
cojmujtlee mcv^lings TIk utni 
of the cojiunitti.e is mni. II) foi 
a pwiiod ol two veais 

Low Cost Housing for 
Sri Lanka Repaiiiates 

The National Buddings 
Oigdiiisalion h.fs pio\ ukd 
technical guidai ce to 'Jamil 
Nadu Hail tail Housing ui.d 
Development CoiponMion foi 
coiisuucfon of 6(]0 low cost 
housts foi Si I lank a le- 
patruile's at Ne^vcli, Tamil 
Nadu 'fhe phnih aiea of each 
dwelling unil is 19 5 sq m lu 
which one *oom, a sep,iiate 
kitchen and a coveted \cian- 
dah have* been piovided. 

Tile impoitant cost i educ¬ 
tion techniques and ecoiiomie 
spec Jicat ions suggested by 
NBO and incoipoialed in 
the piojecl include the lollow- 
ing: (a) Precast Brick Panel 
system ol I oof mg ovei penial 
precast icinfiiieed conciete 
joists; (b) Use of .secondaiy 
species of timber* foi doois 
without uMilg dooi flames; 
(c) Concrete tallies have been 
used instead of windows; (d) 
Use ol lean cement conciete 
(1:5:12.5) for foundation; and 
(e) Use ol buck woik in 
cement mortars 1.8 using coun- 
tiy bucks. 

The completed cost of con- 
stiuclion ol each dwelling unit 
has worked out to Rs 4,750 
as against the estimated con¬ 
vention cost of Rs 5,450, thus 
resulting in a reduction of 
12.8 per cent in the cost of 


construction and an overall 
saving of Rs 4.2 lakhs in the 
project. 

Telephone Teriffs 
Revised 

The revision of telecom¬ 
munication taiilfs, proposed in 
tlie General Budgcl early this 
year, come into iorcc on July 
1, 1981. Under the revised 
tarifls, a telephone call in the 
measured rate system will be 
charged 40 paisc instead of 
30 paise, foi culls exceeding 
the 250 free calls and upto 
1,750 calls in a quarter. The 
manual itunk call rates for 
calls of the (I’dmaiy categoiy, 
for a unit period of three 
minutes, in tjie oistantc slabs 
of lUO to 200 kms will be 
rupees eight and in the distance 
slab ol 200 lo 500 kms will 
be Rs 12 instead ol rupees 
MX and Rs 10 lespcclivcly. 

The init.al piiynic/it to be 
made foi a ickphoi c con¬ 
nection undei the ‘Own Your 
lelepjunie’ scheme will be 
Rs 8,000 in a 10,000-liue 
exchange capacily area. 
Rs 6,000 Will be charged in a 
1000 line and above but 
below 10,(KK) line exchange 
capacity aica and Rs 5,000 
foi below 1000 line exchange 
capacity aiea. Tiic existing 
rates aie Rs 5,000, Rs 4,000 
and Rs 3,000 lespcclively. Tlie 
rebate in the quaitcrly icntal 
will be Rs 96, Rs 72 and 
Rs 60 as against Rs 60, 
Rs 48 and Rs 36 icspceiively 
lor the above thicc categories 
ot exchanges. 7 he lebaic on 
rentals paid monthly will be 
Rs 20 instead ot Rs 12 in 
the exchanges with capacily of 
JOOO lines and below. 

Names in the News 

Mr Vircitdra P. Piuij, Chief 
Executive ot leddeis Lloyd 
Corporation and a Director 
of Erick India Ltd, PIBCO 
Ltd, Lloyd fnsuUations (I) Pvt 
Ltd and Lloyd Bitumen Pro¬ 
ducts Ltd, has been elected 
Deputy Chairman of the 
Punjab Haryana and Delhi 
Chamber of Commerce and 
Industry for the year 1981-82. 

Mr Hire Shroff, journalist 


and public relationjs consul* 
tant has joined Bank of 
America as its Communica¬ 
tions Officer for India. 

Mr M. N. Buch (40) has 
been deputed by the Govern¬ 
ment of Gujarat as Executive 
Director (Marketing) lo Guja¬ 
rat Stale Ecrtili/ers Co 



Mr M. N. Buch 

Lid. He was as the Managing 
Director, Gujaiat Small 
Industiics Corpoiation from 
1974-76. Before joining GsFC 
Mr Buch was ihc Director 
of Lducafion, Government of 
Gujarat from 1978-81. 

Mr J. K. Bhuwafka has 

been unanimously elected 
President of the Andhra 
Chamber of Commerce at the 
Anniuil General Meeting held 
on June 30, 1981. Mr. 

Bhuwdlka is tlic Solo Pro¬ 
prietor of Agarwala Trading 
Company, Madras. 

Mr G. Vcnkatesaiu, who was 
formerly General Manager of 
the Vysya Bank Ltd. Bangalore, 
has taken over as General 
Manager of the Karur Vysya 
Bank Ltd, Karur. The Karur 
Bank is a scheduled bank 
having 140 branches all over 
India and proposes to open 
24 branches this year in nor¬ 
thern States. 
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DELHt FINANCIAL CORPORATION 

$;peech of Chairmiiii Shrl S.D. Srivastava I A.S. at the l4th Annual General 
Meetinc of tlie Shareho1dir<i held at New Delhi on l<ridtty the l6th June I9g]. 


v-Vricntls, 

It gives me giCcit pleasuic 
U> welcome you to this 14ih 
Annual Gcncial Meeting ot 
the Shaicholdcis oi Delhi 
Financuil Coipouition The 
Diieclois' Rcpoit and the 
audited accounts of the Coi- 
poMtion foi ihe \cai 19M)>t<l 
have already been tiKuhtcd 
amongst \oii and with vour 
petmission 1 lake them as read 

1 The C oipoidtion has 
completed 14 \eais in the 
service ot nidiisli\ in Delhi 
and Chandigaih icgions The 
^ oai I9S()-SI has been one of 
^ the busiest ‘‘iTiLO the incepti<m 
ol the ( oipoiation m I9(>7 
Duiing Mils star the Coi- 
poialion has sui passed its past 
peiloinimec in leims ol sans 
lions disburse Ills Ills and ic- 
co\encs Once »igain it has 
been possible loi tJic ( ( i- 
poialion to meet the cnliic 
guaiantscd dividend liabilit> 
without asking toi .»nv sub¬ 
ventions lu'in the Stilt 
<jovL inment^ 

^ 1 h* (oipoiation lecuvs'd 
17 par sent mois applications 
than the picvious \c u and the 
amount ipplisd ft'i v\as ^0 
pel cent Innlici JJk level ol 
^ sanctions has ciossed the 
Rs S cioies maik bunging 
the cumulative elUclivc sanc¬ 
tions 4ii the end ot the vcai 
to Rs 3I8S 9^ lakhs to 1,741 
units The dishui cnient o[ 
Rs '^‘>5 71 lakhs to 2T(» units 
was also 11 per cent hitrhcr 
than the picMous \cai blink¬ 
ing the cumulative disbuiss- 
ments ot Rs 26(D hS lakhs to 
1610 units 

4 You will be happy to 
know that despite the me lease 
in the nunibci ot applica¬ 
tions, the avei age lime taken 
loi disposal 1 ol a case has 
icmaincd at 1 months 
Another nol».-woHh\ lactoi 
IS the quickening o! the pace 
of disbursement At the end 
of the yeai more than 81 
pci cent of the cileclively 
sanctioned loans had been 

^ disbursed 

5 Ihe Union Tcriitoiy ol 
Chandigarh has been showing 
great potentiality ol develop¬ 
ing into an important indus¬ 
trial centie. During the ycai, 
the number of applications 

by 25 per cent and 


the amount applied for m- 
cI eased by 78 pci cent The 
lemtoiv icceived ncail> 20 
pci cent ot the total sanctions 
duimg the ycai I uithci, M 
also icceivcd 21 pet cent ot 
the oveiall disbursement which 
was twice till' amount disbuis 
ed during the picvious n 

6 The outstanding loans 
legisieied an incicase ol ITT 
pcM cent from Rs ISI6S6 
lakhs to Rs 171T20 lakhs 
The iccovery mechanism hid 
bwcn lightened duung the v^ui 
and the level o! iec«ncMcs 
me I eased by 16 pei cent Ikmii 
R s 274 87 lakhs to Rs TlJ^ 6/ 
lakhs P.iialkiv, the inoni 
toring and loi low up ot iJu 
loan accounis had been in¬ 
tensified and the' C oipoiation 
has sucLeeded in reduun” tin 
oveiducs lioni Rs IS4 29 lakhs 
to Rs 142 46 lakhs I lie 
pel cent akc of tfic oveiducs to 
the total outstanding has Mius 
been reduced fioin 10 2 pii 
cent to 8T pci cent While 
alttndmg tL» the piohh ms ol 
Its clients in a svinpiithctic 
and I cal I Stic mamici the C oi 
poiation has not Jicsit,iteel to 
exeieisc its powers toi le 'll 
mg ovcidues m stickv »nd 
btid cases A closci follow up 
ol the litigation has vielded 
decrees in tavoui ol the C oi 
poiation eovciing moie thm 
hill the amounts involved m 
suits The >eai ended with 
the highest level of piofits 
lecoided so far at Rs SS so 
lakhs as compared to Rs 6s 01 
lakJis last >eai 

7 The aulhoiised capital ol 
the Coipoi.ition which stL»i»d 
at Rs 5 c I ores has bee t 
meicMsed dunng the >e ii to 
Rs 10 cioics The paid up 
capital has also been mcieas d 
lioni Rs 2‘^0 lakhs to 
Rs ^97 71S lakhs Ol ‘his 
1 ncIeasc, Rs 2S Li khs we ic sub 
sciibtd on piopoitionalc bisis 
with the Delhi Admmisti.itioii 
contiibulmg Rs 10 lakhs 
Ciiandigaih administiation 
confiibiPmg Rs 2 5 Jjkh'- and 
the Jndustii.il Development 
Bank of India Rs 12 ^ akhs 
The lemaining amount of 
Rs 22 71^5 lakhs was uiiilatc- 
lally contributed by the In¬ 
dustrial Development Bank 
of India with a view to bi mg- 
mg their shareholding on par 


with that of the State Govern¬ 
ments. 

R The shafcholdcis vVill be 
happy to know that the 
reserves of the Corporation 
which stood at Rs 2TT S4 lakhs 
have Increased to Rs 286 TO 
Idklis The lescivcs now con¬ 
tain adequite piovision foi 
payment ol gratuity and the 
tat get pi escribed toi bad and 
doubtful debts is being fast 
achieved 

9 With a view to enabling 
the Coipoidlion to handle the 
mcieasing business and to 
impiove the qualitv of service 
an m-depth study ot tlv func¬ 
tioning of the vaiious wings 
has been conducted On the 
lecommcndatlons ot the Sub 
Committee appointed toi the 
purpose, the Boaid of Diicc 
tois hive approved a fresh 
coipoiatc plan to be implc 
inented in stages This will 
result in slicngthcnmg ol the 
second level managemeiit 
elevation and cxpinsiim ol the 
C handlgarh Hianch Oflicc and 
St lengthening of such cut real 
a leas as appiaisals and follow¬ 
up Puilhci a Rehabilitation 
and Sick Unit Cell is also pio 
posed to l>c activiscd 

10 On the basis ol its own 
expelicncc and the reactions 
fioni the existing and pros¬ 
pective clients, the C oipoia¬ 
tion has all each taken on 
hand mcasuics foi simpli¬ 
fication ot Its appliCc lion foi ms 
and slieanilining of its pro¬ 
cedures J-urthci the Boaid 
has delegated enhanced powers 
to the Executive Commit tic 
and Ih.* Managing ITiiectoi 
with a view to speeding up 
disposal ol applications 

11 You will be happy to 
know that the special SLlicincs 
the (oipoiation has been 
opeijling have continued to 
be very popular and account 
cd loj ncaily halt the appli¬ 
cations received dunng the 
ycai 111 s pi oposed t o fur t lu i 
populaiise these schemes In 
view of the great inlcicst 
gcnciatcd in it, tlic household 
industries scheme haN since 
been extended to the EJiiion 
Teintoiy of Chandigarh also 

12 Ihe C oipoiation has 
continued lo mtcnsil\ its deve¬ 
lopmental activities Ihiough 
advcitiscmcnts, discussions, 
seminars and talks The co- 
oidination with other agcnc-ics 
such as banks, MC D and 
DDA have also been made 
more effective. 


13. taring tim year> the 
Board has undergone some 
changes My predecessor 
Shu W Shaiza continued as 
Chaliman till 18lh Maich, 81. 
Shn 8 M Govdl, Director le- 
prcscnting toopnalive banks, 
who had resigned on 8 8 79 
was replaced by Shn Dahp 
Smgh on 27 6 80 Shn R M. 
V.its became a nominee Direc¬ 
tor on 17 7 80 and continued 
till he was rLplactd by Shri 
PS Bhatnagai on 6 2 81, 
Shn M K Bc/boruah replaced 
Shn K D Gupta, orie ol the 
other ncunmee Directors. 
Shn R Badnnaili took over 
as Managing Diiectoi from 
Shn SR Shaima on 1st 
DccLiiibir |9S() 

14 1 would like to place on* 
rccoid rnv thinks lo the foi- 
inci (h MI man the out-going 
Diicctois and to the former 
M inaging Diicitoi foi the 
dedicated scivices rcndcicd by 
them to the Dl ( 

15 1 would like to express 
on be hill! ol the Board of 
Diicctois and nivsclt the giate- 
lul Ih.inks ot Ihe C or poiation 
lo the i-l Cioveinoi, Delhi and 
the (hid ( ommissioner, 
Chaiidicaih and then Adini- 
nistijlions loi ihiMi valuable 
guidance suppoit and co- 
opciation I am giatcful 
to mv esteemed colleagues on 
the Boaid toi then valuable 
advice in diitciing the allairs 
ot ihc DI ( M\ thanks aic 
abo due to the Industrial 
Development Bank ot India, . 
Re SCI M Hank ot India, in- , 
dustiial finance Coipoialion 1 
ot India I lie Insurance Coi- j 
poraliort ol India Sl*ite Bank 
ol hull I othei commercial 
banks and co operative' banks 
and SK s toi iheii eo-opeia- 
lion 1 abo wish to place on 
lecoid mv appieei.itions of the 
valuable eoniiibution made by 
the M.inagnig Director, 
Shu R Bad I until and the 
sirieeie and haulwoik put in 
b> the ol flee IS and stall of the 
Coipoialion in achieving re¬ 
told piogiess dunng the year 
1980-81 

I also thank all the share¬ 
holders who have taken the 
pains to attend this Annua! 
General Meeting and I hope 
this co-operatton will conti¬ 
nue to be available in ever 
me leasing inannei 
Thank you, 

(This dot» not pm port to 
be a icpoit of the full pro- 
ceedlng^ of the meeting) 
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COMIANY 

AFIAIRS 


Hindustan Motors 

Tim Rlvl^^ acu>iint o| 
llmdustin MotMsltd lor Ihc 
year cj dcci M ircli I9S1 shows 
«i sill plus of Rs II u >rLS 
jiitci t.ikMi;: into account the 
cicilit balance ol Rs I 2*^ hkhs 
biouplu lofvvjitl from the 
pievu>us >cir Aller piovicling 
Rs 4 S4 cioiv s foi tkpKi I Hum 
(inclndn 1 * Rs *^6 hkhs foi 
airtars foi c ilici yuirs), 
Rs6? Iakh> for development 
icbHe lot e iili( i scars 
Rs 4*^ 70 I ikhs 1oi investment 
allow nice (itKludinp Rs 10 16 
lakhs toi c II he I years) oul also 
transfer rim Rs 21 46 I ikhs to 
capital ledcmption reserve 
account llicie rcmiins \ sur¬ 
plus ol Rs S 40 croics out ol 
which the dir ctois hive pro 
vided Rs cK'ies lor pro 
posed dividenri on piefcreiiei 
shares and the l>alancc of 
Rs 2 h2 c rotes is to be ear tie cl 
foiwaid rile re will be no lax 
liability l*»r the \car 'Ihc 
ordiniry dividend has been 
skipped 

TELCO 

T.ita I ngiiHenn^ and I ovo- 
niotive C ompanv s (111(0, 
pic tax piofi* loi I9S0 8I 
amounts Rs 2f^7cious 
against Ks 17 cioie^toi 
, 1979 SO altci pioviding 
‘ Rs 16 16 cioics (Rs n cioics) 
for depieeiation As m llie pre¬ 
vious ye 0 , tile eonipanv do^s 
' not attiact anv 1 1 \ h d>ih(\ loi 
1980 SJ A sum ol Rs 6 65 
crorc‘ (Rs6 ^Ockjils) js pjo 
vjdcd for investrm rit allowance 
reserve I lie proposeii eejiiitv 
^dividend will ehini Rs S S4 
crorcs (•‘anu ) and the prcfeic- 
nec divider d Rs *'1 I ikh (samej 
The eompai V s (luiimaii, 
Mr M(» Igaonkai his vl^ua 

jdised g<^od prospects |oi the 

fbompany lor the euiient year 
The eonipin> s saks ^re 
^expected to ineie.’se to about 


Rs 800 crores this year Its 
pioduction IS expected to 
rise to .I bout 44,000 vehicles 
from "^6 100 vehicles in 
t98t'-8I Its output during the 
fust quarter of the current year 
has been hi**hei at 10,000 units 
comp ircd to 6,000 units in the 
co»responding period of last 
veai 

TheChniman his sudthal 
Ihc company will piv r mini¬ 
mum dividend t>l 16 per cent 
1 >r the cm lent vear mi the 
increased capit il icsultmg liom 
the pioposid bonus issue Ihis 
would me III a distnbuHon of 
'’2 4 pei cent iii terms of the 
existing c ipital 

Ihe eompiny's viciChur- 
man Mi N A Palkhivala 
expl oned that in terms of the 
conditions of the Convertible 
Bond Is>iie, Ihe convcision 
prices i>l bonds into shares 
would stiiul reduced from Rs 
225 per share *o Rs 160 70 
per shire alter the piopos 
cd bonus issue was made The 
difference bLlwcen the reduced 
conversion price and the pre- 
Mously hxcii pi ICC of Rs 225 
per shire (making a total of 
Rs I2S60 pel bond of Rs 
4 s()) would be repaid in 
cisht> the bondholders on 
Ihe maturitv alter seven 3 cars 
from the allotment date 

MICO 

The opci itirig results of 
Motor Industries C onipany 
(MHO) for Ihc Inst five 
months of the current year are 
siiisfaclory The lock-out at 
the Bingilorc unit which was 
imposed on Apiil 29 w is Iifle'd 
iittcr 15 days .ind normalcy 
prevails once again 
The Chairman, Mi DN 
Vatclu has sard with the m- 
crca>ccl picHluction already 
achieved and the concrete 
plans for furthci substantial 
expansion by the commercial 
vehicle and tricior industries, 


there is ever greater urgency 
for a substantial expansion of 
the company’s mtinufacturing 
capacities. He hopes that the 
company’s application for ex¬ 
pansion submitted to the 
Government in Icbruaiy, I9S() 
will be cleared soon, failing 
which. Its export potential as 
also Its lesponsibility to the 
domestic con^unici will be 
impaired 

New Great Eastern 

Mr Tulsidas Kanoria Ch iir- 
man the New Great Lastern 
Spg and Wv^ (’o 1 td 

Bombay, told the 107th annual 
general meeting in TTomhay 
recently thit the perfor¬ 
mance (4 the mill in the fiist 
five months in the curieiit year 
was satisfieloiy The mill wis 
working to the full cipacitv foi 
exports 

He found it diflicult t) visua 
Irse the working in the remain 
ing part ol the year because of 
the rising prices e>f cotton 
fibre and other inputs 
I he m inagement had given 
higher priojify to exports, 
which had amounted to Rs 
8 50 crores m the past five 
months J he result^, in con 
sequence, were c\pe*eted to be 
maintained on a p ir 

Machinery ind gencialois 
worth Rs *^5 likh had been 
instiillcd the old buildings in¬ 
novated and new buildings 
ad led for expansion 

Orient Paper 

Orient Paper and Industries 

1 td has mainfaincti the tax¬ 
able ordiniiy dividend of 20 
per cent for the year ended 
March 1981 The gross pi4)fit 
fortheyiar has amounted to 
Rs 7 37 crores o againsl 
Rs 8 96 ero es in I Ik pi< vioiis 
ycai and the total linnovti 
foi the vc.n has «imoimted to 
Rs 7167 chores (Rs 6S 84 
eroics). Net profit alter pro¬ 
viding Rs I 39 crores (Rs I 62 
crores) for depreciation, Rs 

2 90 crores (Rs 4 05 crores) for 
taXiition and Rs I 50 lakh (Rs 
11 lakhs) for investment allow¬ 
ance reserve amounts to Rs 

3 06 crores (Rs 3 17 croies) 

The balance earned forward 

after writing back development 
rebate lescrve ofRslS lakhs 


(Rs 55 lakhs), excess tax provi¬ 
sions and refund Rs 10 16 lakhs 
(ml) and transferring Rs 2 05 
crorc (Rs 2 45 crores) to general 
reserve, provides Rs I 27 crores" 
(Rs 1.27 crores) for proposed 
dividend and considering the 
balance of Rs 5 IS lakhs brou¬ 
ght foi vv ud from the previous 
year amounts to Rs 4 38 lakhs 

Tata-Yodogawa 

Tata-Yodogaw i Limited has 
achieved \ hrgheT liiriTOver des¬ 
pite borne handicapped foi 
want ofadequile' powei The 
company’s to^^il income foi 
1980 81 stood t Rs P65 36 
lakhs (Rs t5 lakhs) fhe 
net profit for (he ye u works 
out to Rs 42 4^ lakhs (Rs 40 36 
lakhs) altei pi ovijing lor dep- 
loeralion Rs 32 7 lakhs (Rs 54 4() 
likhs) Wiili tlx eaiiy over 
bil ncL imonntrng to Rs I 58 
lakhs m ilx profit and los^, ac¬ 
count from llu' previous year 
(Rs 13 S3 mils) the amount 
availalile foi appiopiialion 
W(»iks to Rs it 01 hkhs 
(Rs 54 10 hkhs) 

Aftei tianstcTring to the in¬ 
vestment alltiwame reserve 
ami the gt rural leserve R> 10 50 
hkhs (Rs 22 (>2 I ikhs), the 
profit lor dhliibiition as divi¬ 
dend works out to Rs 33 51 
lakhs (Rs 31 57 ] ikhs) The 
Boird of Diicetors hive dc- 
tided to m lint un the dividend 
t I2perctnt suhKcl to tax, 
apgiegitin'* to Rs 2* 99 lakhs 
(Rs 2^99 lakhs) leaving a 
bilanee of Rs 3 s"> lakhs 
(Rs 1 5S lakhs) as carry foi- 
vvanl amount in the | loht ind 
loss a count 

Karnataka Bank 

kill 11 It. j I B ink has achie¬ 
ved all round pi ogress m 
1980 is the deposits have in¬ 
creased from Rs 104 M crores 
in 1979 to Rs I h 60 tiorcs m 
1980 rhe‘ paid up capital 
and reserves as at the end of 
1980 amounted to Rs 108 lakhs 
which loims 0 93 per tent of 
total deposits MrP Raghuram, 
foimerly Deputy Geneial Ma¬ 
nager and Secretary of United 
Asian Bank Berhad, Kuala 
Lampur has takciv over as 
the Chairman of the Bank 
recent I > 

The total advances amount- 
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ccl to Rs 60.49 crorcs in^]980 
as ag«iinst Rs ^5 59 crorcs 
The total priority sector ad- 
%t^ccs amounted to ^3 pei cent 
oi total advances *s against 
the advice ot RBI to iichicvc 
the Idiget ol 40 per cent by 
1985 Investments in Go\crn- 
incnt and other appioved secu¬ 
rities inert astd by 14 per cent 
as they rose fiom Rs 2S 29 
crorts in 1979 to Rs 32 16 
crorcs in 19''0 The gioss in¬ 
come recoided in inciease ol 
19 s pel Cent wliieh rose tiom 
Rs 9 S] cioies in 1979 lo 
Rs 11 38 croies in 1980 

The net profit v\as also 
higher at R 1160 1 His in 
yro isa^Minsl Rs 12 99 lakhs 
in 1979 A divikndof P pei 
cent has been dtel lied loi the 
vearl980 sinK is was pud in 
1979 I he 1 ank open d slvi n 
biancliesol wIulIi w^ie h>ui in 
riiial au i ony. in seini uiban 
aiea and m niLtn^polif ui 
ire I By opening of bi nth 
It Ahmedabad the * ink e\ 
lendid its oj^ei luni U> the 
Stite ol (lUiuit The total 
number ol bi meh^s we?^ 244 
IS on Ixetnd i ^1, I9S0, the 
opeiations being spiead over in 
SIX Slates and ih ee Union 
Tcnitorie'^ ol Jadi i 

Shaktigarh Textile 

♦ 

Sliakligaili ft Mile and In 
elustiies I imitcd is el lo e\ 
panel its iiisl,tlled eipieilN 
liom 26 pindles lo -^9 9s6 
spindles in iht next lew 
months As a put ol its 
espaiisjon piogianime the 
eonipany has a Ik u 1> taken 
steps to install I? 480 spindles 

Ihe eoinpaiK s piogiess 
dunng the past lew vcais was 
good In 1970 the eompanv 
with 111 installed eapaiitv ol 
13,824 spindles and with a 
paid up eapital ol Rs U> 
lakJis was on the \cine' t)l 
elosiiic At thit time i( hid 
negative lesiive oi Rs II 
lakhs Duuiig the same >e.Li 
Ihe eompanv was t.^ken ovei 
by Ml SuresJi Rhada who is 
at picscut Managing niiccti i 
the compan> 

Aecoidmg lo a lelease ot 
the eonipany, it has earned 
a gloss piojtil ot Rs 27 51 
lakhs during the year ended 
March 31, 1981, while total 


lescivcs ol the company stood 
at Rs 99 lakhs 

The lelease furthei said I Jut 
the Di ice tors of the com¬ 
pany had leconimei cled mai¬ 
den dividend ol 10 pei cent 
on equity shale and a duulend 
ol 9 5 pel cent on euniul’tive 
prcleienee shales The com 
panv shall also be tedeeming 
theicde niablecumuli!ti\e pie 
leienec shales dunng Ihe cui 
lint \eai 

The piocluelion ol Shikti 
gaih lextiLs incieuscd b\ l^ 
pci eciit and Us salts bv ii.ii 
pel cent liom Rs 646 lakhs 
last >eai lo Rs 712 lakhs I hi 
\cai 

Automobile Products 

Ml MA Chidambauiin 
Chilli man Automobile Pin 
dui Is of India ltd Uombi\ 
told the 3Kt annual uenci il 
meeting ULcntl' that the com 
pany had made a nommil 
piofit ol Rs 10 lakhs in iIk 
iiisl half of this \eai 

I Ills w IS niiinlv dll li 
1 iboai iiniesi m both the 
mills at Bnandup mil 
Auiangabad Aftci pioti kwO 
discussions, piodu^tiMtN-Imked 
wjgt settlement had k^ii 
uaehed with the laboui union 
Si net May 1981 the acliMlics 
at both tlv mills h*id h ui 
picking up 

1 abom miiest in the lit 
two months ol 1980 lud 
spiead lo the Bhandup unit 
aiul the woiking was noi 
giHHl in the' lust lorn month 
of this year Output uid 
s lie had been afleeled 

The eaii v-lo!waid Iosm s h d 
amounted to Rs 17^^ I ikhs 
uplo the end of 1980 Ilu 
input costs had gone up nd 
pi ices of the eompanv s pio 
duets had lo be laised lioin 
Apiil 1981 

The eoinpiiny would nniket 
iiom August next a neviv 
developed diesel ised Ihiee 
wheelei Fiial luns hid bi,en 
satislaetoiy The eompanv s 
conventional thicc-whcxlei hid 
bec'Ti in gicat demand 

The company planned to 
attain the full eapaeity of 
15,000 thie*e-wheclcis in the 
next two to three ycar«- The 
company was also de>^elop- 
ing new types of brakes and 


clutch systems foi coinnicicial 
exploitation The pioduetion 
of the existing pioducts would 
be increased 

The lust plkisc ol the com 


pany s icplacement modcini- 
sation pi ogi amine had been 
implemented I he second 
phase was undci study He 
expressed the hojx, that the 


GOVERNMENT OF INDIA 

6.00 per cent. Loan J985 to be issued at Rs 100 OO per cent. 

and repayable at par on 21st July 1985. 

6.75 per cent, loan 1991 to be issued at Rs 100.00 per cent. 

and repayable at par on 21st July 1991 
7.50 per cent. Loan, 2001 to be issued at Rs 100 00 per cent 
and repayable at par on 21st Julv 2001 
8.00 per cent loan, 2011 (Second issue) to be issued at 
Rs KKIOO per cent, and repavablc at par on 27th 
April 2011. 

Siibsniptions to the ihovc 1 uis will U t llivciI sinuIliiKi usl> in the 
form of (i) e ish/eiiuiUL oi (ii) ( f Cio\«.innKiiit i I Imli i 4 ,'per 

cent I sill UiM ukI A pir lltii I m 1 K| wlutli w i| U uLLptecl lor 

tonvuMoii at pii Substiiplun will It liii iKtl i< III of Rs 750 
cioies G VLiiimcnl icslivls (Ik iishl (t ict iin ul cii| ti ns upto ten 
pe ee u in cxcls oi Iht notified iniouiil 

2 S lb enptioiis will It le^^e ved t nf i Ih Ml lulv PM iipfo the 
close of Hiiikin hoiii In Ihe e tilt t>f i 1 lid > hem dtel iied by any 
Stite (lovernmetil imdei Nei. li lie Instiu nils I I on th it cla>, 

the sLlbsetiptions \v II I e leeeple i il t le e Mev.ineil leeeiMti pile s in that 

Sf lie iiplo the elos of U inkint hoiiis on il t f Ilov\ n w< il mi d ly 

^ If the tol i sub eiiptnns reee \».d 1 n ihe I ns e\e i-d the notified 
imoiinl plu the. mioiinl i I leii | ei cent lei i Idt i foiis id parti il 

illolienl will be mule in nsxel I ilie e eh ul e g t ( ns ind the 

oil lue leiundid m c ish s i n s | oss I 1 

^ Inleiesioiif I ei eciU I in I Ks i p i <.e il I t il>>l md 7 50 

pel cent ! oin OOl will be p i 1 bill \ l\ < n ilie 21 I I il\ md 2l5t 

Imuiiy Inieitsf on S 00 per cent I o m Oil (Sii ml Is ik ) \ ill I e p iid 

lull veaily in 7tli OLlobei ind ’’Vlli \|iil ind int^ l 1 lie period 
I om 2lsl lul> I9M li ih Oet bei P81(inelu \ei \ill lx p id t n'^Tth 
Oclob 1981 Intciest on the eeiiiilus if ei e nl 1 n 1 jnd 4 
I er eent loin 19sl tuileied foi con\L >ii wUl be [ iid U’lie i II i I ] 

I ei tc It pu innum ind t p r eeiil i er miu re |xel n I\ iipl nd inelu 

ivl V f 0th lulv 19'-1 It flu tinx ol issik i I new se(.u iti 

*’ Intetesl on tfie L un ii )V\ i sued t j. tix w ih i v t t ii i Ihtr 

PliVi us Cio eiMMieiit seuiillie iiid i xi n e If I ( tii pp \ i) m\esl 

mint will be exemp ft m ixoiieli siil ilc t i limit f K 100 pel 
mi im md siil jeiM > i ihu Uu visi ns I St i i (I I II lm< me t ix 

Act l>hl 1 he V ilue ol tlx m\eslieiil in li I i n w j u o elhet 

w Ih the value ot olhu pevuiis ime tmeiKs ii (i vein eitsiii ties and 
other mvestme Us speeilied m Seein ns t ihe \V II I \ A i vill ilso be 
e\ mpi horn llu Weallh t ix upl s R I (Ki 

b Applieilions 1( I ihi new 1 m w il b ue \t 1 il 

(i) othusifihe Risifvt Binkillnli l Vhme li i I H imUoie, 
iUimbivfl ) 1 1 Bveiill I) c feutti II del bil I i| i K.iTipur 
Midris Ni,.pui New Delli nd run in 
(b) hr inelits ot llic Stile JI nl ol In ii i li pi ees n India 
eveept il ( i) ib vi 

7 SetUMliLs will b IS ued m Ihe I »im f l*i mss i\ ^oles i Stock 
(cilitieites rheidvmlit, of invest in in th ( rm e f S eek C eiUlitalcs 
ire IS undei 

(i) It I'. Slier ihin i Cj vunmeiil R n ss iv N le is ihe name of 
the h >Idti IS lepsleied m ihe b oks 1 the Rul lie l\l I Olhee 

( II ) The Slock (uiilieiU will lx suit u the ipilieml diiect by 
letistertd p st by the Ihibliv IXl I Olh c 

(III) The hilfyeulv inteie l will Ix nmiledlTlhe h I *ei diieet by 
an intc est w HI int di ivvn ilpiiin nv [k urv oi St lU Uinfc 
bi intb ndie ( d bv llu b lelei U the holdei so dcsiies the 
inurest will Ix remitted 1 v M m v Oidei dtei deducting the 
C mmission chin s In les eet I St ek (eililiem whe c the 
net imt urit of inieiest i be le mtieil is les ill in Rs 2(J/ no 
m mi> oidei I >n missi m v II be e ii^td 

(IV) If the h Ider wislie to sell Ii seiuiilies h c n d > so by 
completing md signmi, the t insfu lorm pimiedonthe revcise 
of (he C eililK ites in the m inner presi ribed therein 

(V) (loveinnieru Piomissoiy Ni les in exch inee Ki the Sloek C erti- 
lie lie e in be bl mied I y ipslvmg lo the Public Debi Olice and 
on piyment of i m mmil lee lot cieh new note lequiied 

8 lor any further elinfie.Uion pieise apply lo any of the olhees oif' 

branehes mentioned in piiagi iph b above_ 


.AiiyCe 


89 


njLY 10> 1981 



company would retum to the 
dividend list in the near tutuic 

Mahindra b Mahindra 

The Woild Bank's Inter¬ 
national f I 11 .JI 1 U* C( I pul at ion 
(IFC) pointed out recently 
that it vvould help linancclhc 
conslmciion o\ a new diesel 
engine plant in India b> the 
Mahmdia and Mahindra 
Ihe IS million dolkii loan 
will also help expand and 
model nisc lacilitics ol the 
company II ( said in a state¬ 
ment 

Additional limds tor the 
project will tome liom the 
British F xpoil Ciedit rjuaran 
tee Department the Industiial 
Credit and Investment Coi- 
poi it ion ol India ad the 
Stale Industiial Dcvtlopment 
Coipoialion ol Mahaiashiia 
Jl C said the piojcet will 
impiove M and M diestl 
engine technology^ iiicieasing 
annual lij^tiit commercial 
vehicle (I (Vi pioduetion to 
10,000 units liom 3 000 a 
year cuikpiIn and tiattoi 
production ti> |Si)()0 liom 
I JO 000 units 

A new pL nl to be built 
at Igalpuii in Mahaiashiia, 
will piodin^e a new luel elti- 
. Cient diesel engine unjei a 
licence lioni Autt mobiles 
I Peugeot ol I i*inee M and M 
expeets tht plant to leaeh 
full pioduetion of 2S (KK) 
engines a >eai by 198*1 

Golden Tobacco 

The Dneelois of Golden 
Tobacco have deelaicd an 
lutciirn dividend ol II poi 
cent lor the >cai ended Jine 
1981 

Last >eai, the eompinv had 
paid a total dividend ol IS 
pti cent including 10 pei cent 
by wav of inieiim disiiihation 
1 he* t ompanv s pioduction 
went up bv 24 per cent 
against the eigaiettc indusliy s 
giowth of eight pel cent mi 
the last one \tai giving it the 
second position in the indus- 
tiy its shaie in the maikct is 
I 20 pci cent 

Claiming this, company's 
! Managing Director Dalip K 
Poddai, told newsmen that 
the* organisation has been 
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issued a letter of intent lo 
set up a wrapping and packag¬ 
ing papei unit ol 7,000 tonne 
annual capacity in Gujaiat 
Its piojcct to inanuf4ietuie 
eigaiette tissue papcis, an-mail 
papcis and othei eommeieial 
tissues has also been appioved 
by the Govcinment 

The companv, he disclo¬ 
sed, has submitted an appli¬ 
cation to the G o\c I lime'll 1 to 
set up a Rs 50 eioies Mseose 
fibre piojcct 

Chowgule & Company (Pvt) 

The Chowgule and Com¬ 
panv Private Limited (CCPl) 
lias geared it sell to modily the 
design of its lup^e six lioils 
pellet plant so as to be able 
to piodue: pellets ol supciioi 
qualit> at a compautivelv less 
luel cost 

The J966 built pKint has 
lenuuicd closed since Mav last 
and the company is anxious 
to lec'pen it as eail> as pos¬ 
sible 

The modifiealioii of (he plant 
may involve impoit ol ma- 
ehnieiyand equipment v\oith 
about iupee*s hve eioies and 
adoption of new technology, 
in keeping with the si/l ol 
the plant whose installed eapa- 
VItv to produce pellets i'- 5 5 
lakh tonnes a year 

The mod I heal ion will be 
aimed at laising thu eapabibty 
ol the plant lo *up-giade 
and the noimai iiin ol mine 
oics to a super concent rale 
eoiitdiiiing about 07 pci cent 
ol non unit against 05 pel 
cent as at piesenl , aeeoid- 
iKg to souces elosw* to the 
company 

Marathwada Alloy 
Steel 

The total income of Mai at h- 
wada Alloy Steels Co Ltd, 
Aurangabad, increased liom 
Rs 231 37 lakhs lo 350 66 
lakhs in Ihw year ended 
DcLe].''bcr 1980, and the net 
proht Iroiii Rs 45 16 l.ikhs to 
Rs 20 42 lakhs, aftci providing 
Rs 6 16 lakhs (Rs 7 49 lakhs) 
for depreciation, Rs 27,891 
(Rs 28,218) for investment 
allowance leservc. 

The management has decid¬ 
ed to set up a rolling mill 


and a casting unit to increase 
the value of maiketability 
of the eompany's rrv>ducts 
The GovernJacnt h.is recently 
issued a letter ol intent to the 
eojiipany foi selling up a 
rolling mill at Auiangabad 
with an annual capacity ol 
12,‘^00 lonni s 

The company has laadc the 
necessary pavmenls to ihi 
cicdilois a^ pel the scheme 
of aiiangciient luiiptomisc 
approved ( n Novcmbci 9, 
1978 by tiK Bombay High 
Couil 

Capital and Bonus Issues 

The billowing nine com¬ 
panies have been allowed to 
raise e.ipital Thv details aic 
given below 

(A) Further Issues 

PG Toils liniiled issue ol 
cquitv shales worth Rs 25 
lakhs loi cash at pai The 
pioeeecis ol ihe issue aie to 
be utilised meet ir pail 
the eo>t of Ihe aluminium 
lolls project lo be set up in 
distiiel Rill Ralastjian 

Kirloskar Brothers Limited, 

issue ol see Hied debenliiics of 
Rs 150 lakhs loi cash at pai 
to the public thiough a pios- 
peets Ihe proceeds ol the 
issuw aie lo be iililiH*d to 
meet the ineie.ised woikmg 
Ciipilal lequiiements of the 
company 

Garwaie Paints Limited 

Issue of debenluies ol Rs 50 
lakhs to the existing Indian 
shaicholdeis ol the company 
OK pio rata basis I he 
debentures shall eaiiy intcics^ 
at the laie ot H 5 pm cent 
and will be payable lo the 
icgisteied holdeis only The 
proceeds ol the issue will be 
utilised loi augmenting com¬ 
pany s long-tcim lesomecs ioi 
woikmg capital pm pose 

Chloride India Limited Issue 
of dcbentuics ol Rs 200 L khs 
lor cash at pai lo the public 
by a piospoetus Ihe de- 
bent uies will cany inleiest 
at the lalc of M 5 pet cent 
pet annum and will be pay¬ 
able to the icgisteicd holders 
only The proceeds ot the 
issue will be utilised fgr meet- 
iiig the company's long-teim 
working capital requirements. 


J.K Synthetics Limited* Issue 
of secured debentures of 
Rs 500 lakhs and preference 
shares foi Rs 100 lakhs The 
pioccc'ds of the issue of dc- 
bentuics loi Rs 500 each are 
to be utilised to stiengthen 
and augment the long-teim 
lesoiiices ot the company and 
the object of the issue of 
pieleitnec shaics foi Rs KK) 
lakhs is to meet the financial 
icquiicinent toi icseaich and 
development activities of the 
comp my 

(hcmicals and Fibres of 
India Limited Issue ot de- 
bcntuics of Rs 300 lakhs foi 
cash at pai to the public 
b\ a piospeelus Tlic dc 
bcntuiLs caiying iiitciest at the 
i ite ol 115 pel cent will be 
payable lo the legi >.101 ed hoi¬ 
ck is only The' pio.ccds of the 
issue will be ulili cd foi meet¬ 
ing the company's long-teim 
woikmg capital icquirements 

I ast India Hotels Limited 

Issue* of se‘eu ed eonveiliblc 
debenlilies ol Rs 7s0 I ikhs 
loi cash a I pai to Ihe public, 
with picfeieiitial allotment as 
unde I (Rs in lakh) (1) 

I xisting shaieholdcis olJiei 
than uon-icsidenis (225 (K)) 
(2) Nori-icsidcnt shaieholdcis 
on Tioii-icpat nation basis, 
(75 (X)) (1) Deposit holdci*- 

(JI2 00) (4) Diieetoi 1 1 lends ' 
1 datives and employees (37 50) 

The dc lx mules cany interest 
at the late ol 13 5 pc'i cent 
(compound) pei annum md 
will be payable to Ihe ic- 
gisicicd holdcis oiilv The 
piocecds oi the issue will be 
utilised loi meclmg the cost 
ol additional looms in the 
companv's Hotel Obeioi 
Towels at Bombay as also 
to augment the woikmg tapi- 
t.il lequiicmcrts 

The Tinplnte Company of 
India Limited Issue of fully 
paid equity sJiaic of Rs 120 
lakhs to IDBI, ICICI, II Cl, 
UTI and IK ol India in 
convcision ol a pait ot their 
loans outstanding with the 
company 

Malwa Cotton Spinning 
Mills Limited. Issue of R^ 200 
lakhs equity shares of Rs 10 
each to meet iij( part finance 
lor setting up a spinning mill 
at Raikot Road, Barnali. 
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THE 6VUKIII MVON SHKIFG (WVC) tO LTD 


(PULP DIVISION) 

Birlakootam - Mavoor — Kozhikode 
Pin 673 661 
(KERALA) 


to move the wheels of textile industry all over India 

BY PRODUCING QUALITY RAYON GRADE PULP 

THUS SAVING ENORMOUS/VALUABLE FOREIGN EXCHANGE 

MUCH NEEDED FOR NATIONAL DEVELOPMENT 

THIS IS A FOREST BASED INDUSTRY 

To augment availability of Raw Material and to provide self employment within the State 
of Kerala 


have launched a Rural Development Programme of intensive Eucalyptus and Murikku plant¬ 
ing campaign by FREE DISTRIBUTION OF POLYTHENE BAGGED EUCALYPTUS 
SEEDLINGS and MURIKKU CUTTINGS among various Panchayaths and Blocks 
for planting 

GROW MORE TREES 
MAINTAIN ECOLOGICAL BALANCE 
ERADICATE ATMOSPHERIC POLLUTION 
IMPROVE RURAL ECONOMY 

"He that planteth a Tree is a Servant of GOD 
He provideth kindness for many generations and 
Faces that have not seen him shall bless him." 
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For Supply of Bamboos, Reeds, Eucalyptus and other Species of Puipwood and for your 
requirements of eucalyptus seedlings/Murukku Cuttings, kindly contact our office at 

Mavoor: Telegram : "WOODPULP" Telex : 0854-216 

Telephones : 73973-76 (Calicut) and 51 (Mavoor) 

OR 

Company's various forest Divisional Offices at — 

Trivandrum, Angamaly, Thalore (Trichur), Mannarghat, Palghat, Nilambur, Sultansbattery, 
Kuthuparamba, Pollachi, Ooty and Mangalore. 

Regd. Office : Birlagram, Nagda (M.P.) 
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June 24 

The procurement price of common 
group varieties of paddy for the 1981-82 
marketing season has been fixed at 
Rb 113 by the Agricultural Prices Com¬ 
mission. The price is Rs 8 higher tlian 
that in the previous year. 

The World Bank's lending rate for 
cicdits to developing nations goes up to 
10.6 per cent. 

Companies which open subscription 
lists for public offers of capital have 
been directed to adveitise the same in 
newspapers 10 days before the date of 
opening of subscription instead of one 
week in advance. 

June 25 

A warm welcome given to Chinese 
V'ofcign Minister Huang Hua, on his 
arrival in New Delhi on an official 
visit to India, the first by a high-ranking 
Chinese leader since 1960. 

Saudi Arabia has ordered a cut-back 
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of 450,000 bands a day in its petroleum 
output for tlic thud quarter. 

A two-da> meeting of the Indo-US 
Business Council concluded with both 
sides Commending’ a study which shov^cd 
that American ciuiipanies' joint vcntuics 
in India were doing extremely well. 
June 26 

The l^nion Goiernmcnt has allowed 
Slates to have their own wheat re¬ 
serves equivalent to their two months* 
requirements. 

Senator Daniel Patrick IMojin'Iian, 
former US Ambassador to India, criti¬ 
cised the Reagan Administration’s 
decision to sell 1-16 fighter bomber 
aircraft to Pakistan. 

Pakistan Finance Min'sicr Ghulam 
Ishaq Khan said that Pakistan's $ 1.8 
billion military spending during the 
new fiscal year docs not include cash 
purchases of F-I6 attack aircraft and 
other American weaponry. 


With the wheat procurement season 
virtually over, the public seaor agencies 
have been able to purchase just 6.2 
million tonnes against the target of 9.5 
million tonnes. 

Pound sterling has become cheaper 

by 10 paise following the upvaluation of 
the lupcc by 0.59 per cent. The Reserve 
Bank has fixed a middle rate of Rs 17 
per pound. 

June 27 

The Phnom Penh regime in Kam* 
puchca has announced the formation 
of a new Government. 

The wholesale price index has risen 
to 277.8 during the week ended June 13 
against 277 in the previous week. 

The (ro^eroment has exempted from 
customs duty stainless steel sheets or 
strips (non-magnetjc), brass scrap, zinc 
and raw wool of 48s and below. 

June 28 

The 205-day-old Congress (1) Minis¬ 
try m Assam, headed by Mrs Anwara 
Taimur, resigned without facing the 
Assembly. 

Iran’s firing squads executed five 
opponents of the clergy-controlled Isla¬ 
mic republic in the northern city of 
Chalus on the Caspian Sea. 

June 29 

A powerful bomb wrecked the Teheran 
headquarters of Iran’s dominant Islamic 
Republican Party, killing the Chief 
Justice, Ayatollah Mohammad Hussein 
Beheshti, and 68 other fundamentalist 
leaders in a challenge to Ayatollah 
Ruhollah Khomeini’s Islamic revolution. 

Venezuelan Foreign Minister Josa 
Albciio Zambrano Vcluco, arrived in 
New Delhi on a four-day official visit to 
India at the invitation of External Afifkirs 
Minister, Mr PV. Naiasimha Rao. 

A hapin and satisfied Chinese 
I oreign Minister Huang Hua, left New 
Delhi after three days of wide-ranging 
talks. 

rhe export of Madras handkerchief 
(a kind r)f scarf) woven on powerlooms 
has been banned. 

June 30 

Assam has been brought under Presi¬ 
dent's rule keeping the State Assembly 
in suspended animation. A Presidential 
proclamation was issued under Article 
356 of the Constitution after a meeting 
of the Union Cabinet. 
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SinO’lndian Relations 


No QUICK solution to the Sino-lndian bordei problem tan ob¬ 
viously be expected. But it is heartening to note that notwith¬ 
standing China continuing to occupy fairly Urge Indian tein- 
tory which it grabbed attci the 1962 aggression it has been 
proposed during the last week’s visit of the Chinese 1 orcign 
Minister, Mi Huang Hua to extend cooperation between the 
two countiies, while search goes on foi a solution of the boidei 
tangle Some easing of the tension, indeed, has occuried in the 
recent past and this has enabled some trade between the two 
countries and exchanges in the cultural and spoils helds The 
progress would have been faster had, of course, Mi Atal Behan 
Vajpayee, the Minister for 1 xtcrnal Allans during the lanata 
regime not been obliged to cut short his sojourn to Beijmg 
following the developments in Kampuchea 

The visit ot the Chinese hoieign Minister—the first one by a 
Cabinet lank Minister fiom that country since I960 and the 
observations he made at a press conference at the conclusion 
of his three rounds of talks with Mi Narasimha Rao, spread 
over as many days, culminating in a session with the Prime 
Minister, Mrs Indira Gandhi, is an indication of some furthci 
thaw having been created in Sino-Indian iclations Both sides 
have described the talks as fruitful A testimony of this per¬ 
haps is available in not only both Mis Gandhi and Mr Rao 
accepting, inpiinciplc, the invitation to them to visit China, but 
also in the understanding being reached on a visit by a team of 
Indian oilicials to Bcijmgby the end ol September tor fuither 
discussions on matters ol mutual interest, including the 
border issue 

Apart from the two sides envisaging in general to extend 
cooperation in such holds as cultuio, science, technology and 
economic relations, the oth'^r im ntdiatc outcome of Mi Huang 
Hua’s visit has been the Chinese allowing a limited number ot 
pilgiims fiom India to Kaildsh and the Mansarovai lake Signi¬ 
ficantly enough, Mr Huang Hua skirted questions at hispiess 
conference on such subjects as China’s stand on Sikkim, the 
Macmahon Line, and Kashmir, presumably with a view to 
avoiding queering the pitch again On the queues regarding 
Sikkim and the Macmahon Line, his reply was that China’s 


stand was well known A similai repl> was there in respect 
of Kashmii But a signihcant development in this connection has 
been that China’s Prime Minister, Mr Zhao Ziyang, refiained 
from making any reference to this issue during his recent visit 
to Pakistan although the Pakistan Picsidcnt, General Ziaul 
Haq, had done so in his spLCw^h at the banquet he luid hosted in 
honour of the visiting dignitaiy 

Ml Huang Hui’s visit, indeed can go some way in at least 
improving Sino-lndian trade exchanges, especially when China 
has been cndcavouiing to enlaigc Its trade and industiiallinks 
even with the westci n democracies India’s exports to China 
went up to Rs 18 7 croies in 1978-79 from just Rs 18 trorcs 
in the previous year Of late, China has shown interest in im- 
porting from India tobacco, cotton, wire ropes, chrome ore, 
lion ore, steel tubes, etc China now being more interested in 
inteimediate technology, there obviously arc good prospects 
of Fndia meeting pait of its requiicmenls I urthcr, some re¬ 
cent studies have revealed that there aic good possibilities of 
India expoiting to China railway engines, buses and trucks, 
textile machinery, machine tools and construction and mining 
equipment 

But expoits fiom India can multiply fast only it India’s im¬ 
ports iiom there too impiove tiom the veiy limited level cur- 
lently China, indisputably, should be in a position to make 
available some of the items India has to impoit Some engi¬ 
neering Items that can be imported by India from China were 
idcntilicd by the Association of Indian Engineering Industries 
recently These include tool room equipment, precision ma¬ 
chines, Jig boring and dulling machines, vertical boring and 
turning machines, broaching machines, geat cutting and grind¬ 
ing machines, etc A surer indication of China’s eamestness 
to normalise relations with India will be how fast it encourages 
trade with It This will help in opening up opportunities for 
Sino-Indian joint vcntuics, for which too scope is laigc. 

Ultimately, however, the key to the restoraiicn of cordial 
relations of the ' Hmdi-Chini Bhai Bhai” days lies in the solu¬ 
tion ol the border dispute Mr Huang Hua’s reiteration of the 
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stand taken by China was only to be expected during his first 
official visit to India. There was as wcJI no surprise in India 
^ doing the same. But the hopes of an effective dialogue have 
arisen from the Chinese proposal that the solution should be 
sought within the broad parameters of history, the five princi¬ 


ples of peaceful co-exIstence, the present actual situation and 
national obligations. Pending a settlement of the dispute, 
status quo and tranquility on the border should be maintained. 
Perhaps what is aimed at is a comprehensive solution in a 
spirit of give and take. 


Iran : Three Down, How Many to Go ? 


Mr Mehdi Barzagan was the first Prime Minister of (Mr 
Khomeini’s) Iran. He was made to resign. Mr Bnni-Sadr was 
its first President. He was thrown out for “incompetence" by 
the Majlis. And now, Mr Beheshti, the President of the Islamic 
Revolutionary Party (IRP) and Chief Justice of the Supreme 
ourt, too, is gone, bombed out by the “enemies” of the revo¬ 
lution. Of the top leadership then, onl> Mr Rajai (the Piime 
Minister), Mr Rafsanjani (the Speaker) and Mr Khomeini 
(God’s Spokesman) arc left. Mr Beheshti (and 69 others) have 
been killed by a group calling itself the Parly of Nalioiial 
Equality. The objective of this party ostensibly seems to be 
similar to that of the pre-revolutionary IRP; to end despotism. 
What such acts will probably end is the stability -suchas it is , 
unity and intcgritv of lian. 

Mr Bani-Sadr’s ouster pi oved what has been suspected all 
along: that the Islamic revolution was nothing moie thin a 
coup by Shia theologians. Now Mr Beheshti’s murder has prov¬ 
ed that God and Governance have their own places which do 
not coincide. Nor, for that matter, can one be substituted foi 
the other. 

From the long-term point of view, what happened to Mr 
^ Bani-Sadr is more important than what happened to Mi 
Beheshti; for while the killing of Mr Beheshti was an act of 
terrorism, the eviction of Mr Bani-Sadr was carried out by the 
ruling group itself. And this is precisely whnt the leftists (tnc 
Mujahcdin-e-Khalq) probably want so that when the cauls 
start tumble, there will be no two opinions on who is lesponsi- 
ble for the chaos. The danger, thus, is of leftists gaining while 
everyone else loses out. Actually, there might be another 
gainer also—-the Soviet Union, which at present does not eiijoy 
any favours from the Mujahedin-e-Khalq (The Tudeh party, 
which is an out and out Soviet supporter, is not ni the 
running.) 

Mr Bani-Sadr's exit must have given satisfaction to other 
groups too. The Sunni racial and tribal minorities must be 
quite pleased because they can now claim some justification bv 
saying they arc resisting the Shia establishment. This could 
lead to a dismemberment of Iran. 

And then there are the armed forces, which arc not prepared 
to take ordcisfrom the religious leaders. With Mr Bani-Sadr 
^ gone, there is no link between the two now. If things go from 
bad to worse, the rift could widen. If it comes to a civil war, 
the Iraqis will certainly be pleased. And so will be the leftists. 

In the immediate future, the hold of religious leaders will 
tighten. This will lead to a further isolation of Iran from the 


rest of the Islamic world (predominantly Sunni) which docs 
not look kindly upon rule by the clergy. Historically, in purely 
Islamic terms, the Iran of today is an aberration. There has 
never been any instance of a Muslim country being ruled by 
priests. 

The rule of the Mullahs in Iran is causing problems for the 
nations of the Middle I^asi Alter Israel's wholly irresponsible, 
wayw'ard and wanton attack on Ir.iq's luic’car reactor, they 
probably w'ant to close lanks against the common enemy— 

Is ael This is being prevented by the Shiaitc rulers (and their 
squabbles) of Iran. Equally importantly, an unstable Iran 
with the Soviet Union peeiing over its shoulder must be giving 
others the jitters. 

If Iran had been like any other small country, all this would 
not cause much concern- But it isn’t, because it lies on one 
‘^ide of the Straits of Hormuz. Sixty per cent of the West’s oil 
impoi ts pass through these Straits. J he shipping lanes arc in 
the territorial waters of Oman but if—and when -the fun starts, 
this will provide no sanctity. If things continue to go the 
way they arc, the fun is likely to start sooner than later. The 
real danger comes from the Soviet Union which, with Afghanis¬ 
tan in its pocket, is now' within shouting distance of the 
Straits. 

Lest all this sound a la mil St and fanciful, let it not be for¬ 
gotten that the Amciican Rapid Deployment Force was creat¬ 
ed to defend the Straits. It still exists (w’hich means the Ameri¬ 
cans actively perceive a threat) and it is being strengthened 
(which means they arc preparing for the worst). 

The whole thing therefore boils down to what the Soviets 
might do. Assuming that expansionist tendencies persist, with 
or without Mr Bre/hnev’s presence, the Soviets are more likely 
to move west (towards Iran) than east (towards Pakistan). 
Whether or not they choose to capitalise on Iran’s travails will 
depend on the credibility of the American deterrent. Right 
now and for the next few years, this detericnt will be mainly in 
the form of tough talk fiom Washington. Even after that, the 
problems of deploying a foiccS.CK’O miles away will tend to ; 
diminish its potency. So ultimately the threat of retaliation 
might have to be elsewhere, pei haps Europe (Poland?). The 
entire Middle East has thus started to resemble the Balkans in 
the 19th century. With Israel going its merry way and Tran 
going its not-so-merry way, the world needs statesmen and noti 
just politicians. Alas, of the former, there are too few signa 
to yield any comfort. 
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Toward the Year 2000 


Asia 


The Asia Society of New York, in ob¬ 
serving its 2Sth anniversary and inaugu¬ 
rating its new headquarters in an impres¬ 
sive and aesthetically designed multistoried 
building on the prestigious Park Avenue, 
staged a day-long symposium on June 15, 
1981 on “Asia: Toward the Year 2000” 
as part of its overall programme on Cele¬ 
bration of Asia. Some 15 speakers parti¬ 
cipated, mostly as pancliMs—five repre- 
y.renting Sri Lanka, Bangladesh, Malaysia, 
^ Pakistan and China respectively, and the 
rest as American experts with experience 
of development problems in general and 
Asian affairs in particular. 

In all, it was a feast of facts and views, 
of reflections and projections, also of 
expressions of fear tempered by assertions 
of faith. There was much admiration for 
the economic wonders wrought by Japan, 
South Korea and Taiwan; their dynamism, 
the panelists believe, should prevail 
through the next couple of decades. A 
few question marks were raised about the 
People’s Republic of China as it launches 
out on a still vaguely charted course of 
I modernisation with a population destined 
to reach the 1,200-million mark by the 
end of the century. 

Pall of Gloom 

And inevitably, there was much pessi¬ 
mism about the rest of Asia with a few 
exceptions—Singapore, Thailand, Sri 
Lanka, and parts of India like Kerala, 
Punjab and Haryana. Lven here most 
of the speakers made an effort not to 
yield to impulses of unmitigated gloom. 
They pinned their hopes mainly on science 
and technology. New breakthroughs that 
are the hallmark of our age may yet halt 
and reverse the dismal trends even in the 
problem-ridden, poverty-stricken coun¬ 
tries of South Asia weighed down under a 
relentless population crush. 

Asia, as experience shows, has a knack 
of eluding the prophecies of doomsayers. 
This was emphasised by James P. Grant, 
former President of Overseas Develop¬ 
ment Council and now Executive Diree- 


Sudhir Sen 

lor of UNICEF. In his address opening 
the session on “De/elopment Challenges” 
in Asia, he recalled an interesting episode. 
In 1965, 10 high level India experts as¬ 
sembled in Washington were asked two 
questions: Would India remain one coun¬ 
try in the next decade, and would her 
Parliamentary democracy survive? The 
voting was 5 nays and 5 ayes on the first, 
and 7 nays and .1 ayes on the second 

Structural Issue 

The key issue, Mr Grant stressed, was 
the “structural issue”. This point has 
been made ovei and o^c^ again by count¬ 
less experts who, however, seldom take the 
trouble of spelling out what changes arc 
most critically needed, and how best they 
could be brought about. Nor was Mr Giant 
any more specific Instead, like others 
he fell back upon the familiar plea, 
namely, the need for “political will" to 
hasten those unsp^^cified changes. Some 
“disorder” would be needed to generate 
that will, he added 

Mr G.ant stressed the need for more 
food production in the developing coun¬ 
tries, also the need for an adequate inter¬ 
national food icseive. And like so many 
others, he pointed out that increased food 
production was not enough, that people 
must have the money to buy the food 
they need. To make his point he cited 
the anomalous example of India which 
has large surpluses offoodgrains on hand 
while large segments of the population 
suffer from hungei because they lack the 
buying power. This criticism is not new, 
and it is also peifectly justified Yet it 
reveals a widespread misperception. The 
masses of people can be provided with the 
needed purchasing power only when they 
are provided w.th wage-paying jobs. It 
follows that food production must go 
hand in hand with job creation. This can 
and must be done. Yet, oddly enough, 
experts are still not ready to address this 
all-important question of designing 
down-to-earth food-and-jobs-for-all pro¬ 
grammes, 


Mr Grant took a relatively optimistic 
view about the future of even the poorest 
nations of Asia. One step backward, thice 
steps forward this, he said, had been the 
pattern of development in recent decades, 
and he expected it to continue in the 
years ahead. Growing awareness among • 
the people of their basic rights, the new ’ 
emphasis on social goals instead of a i 
narrowly conceived GNP growth, expan¬ 
ding kiUTwIcdge opening up new vistas " 
all these were bound to have a positive 
impact. Abov? all, he would rely on new 
breakthroughs—in technologies and in 
SxXial science -to break bottlenecks and 
to spur pT<fgiess. 

In Ih ’ health field, he reminded how the 
ariival of th * frecz:-dried vaccines had 
made it possible to carry them into the 
remote corners of the eaith, thereby ^ 
hastening the eradication of mass 
Killers In agricultuie, the greatest 
need is to switch to new varieties which— 
unlik? the seeds of the green revolution 
with theii ravenous appetite for fertilisers, 
exoibilant demand for water, and excessive 
rclianc: on pesticides would manufacture 
their own fertilisers like soybean, would 
have much higher built-in pest-rcsistance, 
and would be much less demanding of 
water. 

Agricultural Research 

Agricult uial research has been moving 
in that direction, though the progress is 
still much too slow. Here is a field 
where India could show far more 
Icadeiship if only her leading scien¬ 
tists were able tiy muster enough determl* 
nution—and dedication to pursue thesCi 
exciting opportunities. 

McanvNhile, the vision of dream plants 
that are s:lf-fcriilising, self-protecting anil 
d ought-rcsjstant, must not be an excuses 
foi an escape from the obvious and long^ 
neglected tasks. First, the structural 
changes so often referred to should be 
dearly identified and systematically carried 
through. Second, a great deal more pro; 
gress can and should be made with tbi 
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varieties and the knowledge already on 
hand. And third, only when adequate 
action is taken on these two fronts will it 
be possible to capitalise fully and swiftly 
on the new breakthroughs when they 
arrive. 

John W. Mellor, Professor of Agricul¬ 
tural Economics at Cornell and currently 
Director of International Food Policy 
Research Institute in Washington, who 
has written extensively on India’s agri¬ 
culture, spoke of the “tremendous dyna¬ 
mism” of Asia, something to which the 
OECD countries had yet to adjust them¬ 
selves. 


Encouraging Sign 


That institutions needed for food pro¬ 
duction were growing rapidly was a most 
encouraging sign. He warned, however, 
that the food situation would remain 
very tight and would be particularly hard 
on the poor. One dollar taken from the 
rich would reduce food demand by 5 
cents; but given to the poor ihe same 
dollar would raise the demand by 60 
cents. This would create also a fiscal 
problem. How Dr Mellor arrived at 
these figures he did not say, but they look 
reasonable enough. 


^ This, if anything, only underscores the 
fact that a country like India must syste¬ 
matically go in for highly intensive, small- 
scale gardening-type farming on family 
holdings to raise mixed crops — grain. 
' tubers, fruits and vegetables along with 
cattle, poultry and pond fishery, where- 
ever feasible. This is the only way she 
could maximize output, income and job 
opportunity per acre of arable land, the 
: only way she could ever expect 
[ to feed, at a tolerable level of nutrition, 


her relentlessly rising population which 
will approach the onc-billion mark by the 
' century’s end. 

Dr Mellor made several other pertinent 
points. One should be careful in analys- 
' ing the situation in China in view of the 
i •‘succession of illusions" about her m 
i ’ recent past. Kerala’s progress has been 
J aided by two major factors—a long tradi- 
tion of education and a long-standing 
^practice of exporting people, including 
professionals, to other parts of India. 
Much had been said about the political 
I will in the poor nations. One should 
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speak about political will in rich nations 
a$ well, said Dr Mellor. 

He laid special stress, and quite rightly, 
on transportation to secure better spatial 
distribution of the benefits from develop¬ 
ment. And finally, he reminded that 
growth in agriculture stimulates a whole 
range of activities. Here is a fact that 
most economists—both in the ‘‘North” 
and in the “South”—have been surpris¬ 
ingly slow to understand. Their failure 
to grasp the tremendous potential of 
modern scicncc-based agricultuie and 
to envision its far-reaching multiplier 
effects has been, and still remains, the 
biggest stumbling block to Third-World 
development. 

Japanese Model 

Ezra Vogel of Harvard University and 
author of a recently published, much- 
acclaimed book Japan a.r9^I(Harpcr) gave 
a brief but stimulating review of East 
Asia. His fact-laden, insightful presen¬ 
tation on Japan was particularly impres¬ 
sive. I or too long India and other coun¬ 
tries of Asia have turned a blind eye to 
Japan mainly for historical reasons. Yet, 
they have a great deal to learn from her; 
indeed, in many ways she remains the 
best model for them to emulate. It is 
high time for them to turn to Japan in 
the same eager spirit in which, for over 
a century, she has ransacked the West to 
build a uniquely eclectic model for her¬ 
self. 

The keynote address at a ceremonial 
lunch was delivered by Harlan Cleveland, 
now Director of Hubert H. Humphrey 
Institute of Public Affairs at the Univer¬ 
sity of Minnesota. The subject was: “The 
Passing of Remoteness—the Collision of 
Development with Cultural Identity”. 
As usual, he was witty, penetrating, and 
wise. 

In many ways the present trends were 
disheartening, even dismal. But “trend 
is not destiny”, he reminded his audience. 
The world had run out of good ideas, 
especially in economics. And so he 
fell back upon three “externalities”. The 
first was what he called a “global fairness 
revolution”. There was an increasingly 
clamourous demand for equity everywhere. 
This underscored the importance of inter¬ 


nal changes, remembering that is not 
nations, but people that are poor". 

The second factor was the passing of 
remoteness, especially in Asia. The Far ^ 
East had become the Near West; the 
Pacific was no longer a separator, but a 
bridge. And third, there was the so- 
called modernisation process—the cumula¬ 
tive total of countless changes, large and 
small, which has been feeding turbulence 
and revolution in the Third World. This 
flagged the overriding issue of our time: 
the management of modernisation. The 
task, intimidating as it was at first sight, 
was nonetheless do-able, thanks to what 
Mr Cleveland called a new key resource, 
namely, INFORMATION. 

Computer, satellite, and silicon chip—. 
together they equalled the invention of 
the wheel, and had set in motion a new 
revolution. Unlike exchange of goods 
which often caused friction, information 
coula be shared by all. It enriched 
everybody, impoverished none; and it 
flourished in this sharing environment. 
Moreover, “the fundamental propensity 
of information is to leak”. This was 
“good news” for Asians. They should 
take full advantage of it, also develop 
their own share and add it to the glob^ 
information pool. 

Four Facets 

Japan had erupted into the modern 
world; South Korea, Singapore and 
Israel were on the march; and others would 
be joining the parade. What should really 
matter for the newly information-rich 
Asian countries, according to Mr Cleve¬ 
land, was not the rate of progress, but 
the kind of progress. They would be on 
pretty sure ground if they could intelli¬ 
gently integrate four facets of the infor¬ 
mation revolution, viz: Science or know 
what; Technology or know how; Value 
or know why; and Social Authority or 
know who. 

The ultimate problem before the world 
was “management of pluralism”. This 
called for consensus and collective leader¬ 
ship. 

Mr Cleveland’s reflections were refresh¬ 
ing, even soothing to the soul, but they 
left behind two big question marks. Will 
the poor nations be wise enough to push 
through those internal changes which he 





I^ossed over while rightly recognising 
them as an inseparable part of the global 
**faimess” revolution? And can they 
^ assimilate the massive inflow of informa¬ 
tion to evolve sound policies, or will they 
be simply overwhelmed by it and left 
even more confused in the end? The flow 
of information can help only when a 
nation has its fundamentals right. What 
is happening today is mostly the reverse— 
the flood of sophisticated information is 
obfuscating the fundamentals and driving 
them deeper into the background. 

The main speaker on international 
issues was Mahbub u1 Haq, Director, 
Policy Planning and Programme Review 
the World Bank. Recently Mr Haq 
iias done some rethinking on Third World 
development, moving away from pre¬ 
viously-held positions but without quite 
arriving at new ones. In particular, he 
has, in a mood of disillusionment, discar¬ 
ded the old myth of GNP growth and its 
corollary of trickle-down thesis that 
growth generated at the top would perco¬ 
late to all segments and thus lift an 
entire society to a higlier level of well¬ 
being, without however deciding what to 
substitute in their place. That his think¬ 
ing is still in a state of flux was apparent 
even from his brief presentation. 

Bleak Outlook 

He referred to the deadlook in North- 
South dialogue and its bleak outlook; 
lamented the low level of ODA (oflicial 
development assistance)—only 0.35 per 
cent of rich nations* GNP against a tar¬ 
get of 0.7 per cent, of which again only 
a third went to poor nations and the rest 
to nations with ^‘special relations”; 
stressed that no amount of external aid 
could change things in South Asian coun¬ 
tries which, after all, were already financ¬ 
ing 90 per cent of their development. 

Their foremost priorities, according to 
Mr Haq, were three: food production 
(he wondered why Mid-east nations with 
their vast oil wealth were not coming 
forward to aid food production in South 
Asia and seemed not to realise that this 
'Y^eptesented the greatest folly of the 
South); human resources (each individual 
is ft '^'tremendous** asset with productivity 
locked in him or her, he said, but did not 
indicate bow this potential should be 



activated); and family planning. His 
second-tier priorities were an interna¬ 
tional food reserve system, reallocation 
of aid, energy, and migration of unskill¬ 
ed labour. Migrant labour was making 
$20-25 billion available to South Asia 
annually, he estimated. 

North-South Stalemate 

ThCvSc views piompted me to put a 
question to Mr Haq; Given the North- 
South stalemate, the vanishing ODA, 
the urgency of developing countries to 
help themselves and stage their “opera¬ 
tion bootstrap”, what, in his opinion, 
were the most important things they 
should do? His icply was that there 
should be a reallocation of funds with 
a larger share caimarkcd for the develop¬ 
ment of human resources. And he 
mentioned the case of India which had 
built up large giain reserves while half 
her population lacked enough food. This 
was a sign not of strength, but of weak¬ 
ness, he said. On this last point he was 
certainly right, but his reply barely 
answcied my question. 

As for the rest of the symposium, only 
some brief comments can bc^offered here. 
Two speakers talked about cultural and 
spiritual values and how to harmonize 
them with technological progress. The 
discourse was more trite that erudite. 
It underscored the prevailing confusion 
rather than helping to dispel it. 

A young lady piofessor from Dacca 
University was understandably uneasy 
and non-commital in view of the latest 
developments in her country. Chandra 
MuzafTar (Universiti Sains, Malaysia), 
with his impassioned verbosity which 
consumed far mine than the allotted 20 
minutes, raised some eyebrows. He attri¬ 
buted Singapore's pi ogress not to authon- 
larianism, but to incorruptibility; con¬ 
sidered corruption as the number one 
enemy of progress in the region, and 
saw little hope of improvement in this 
respect. The priispect of any major 
change he rated as virtually nil because 
of three crucial groups; entrenched 
bureaucracies averse to any change; 
authoritarian rulers who had mastered 
the art of oppression and repression, 
allowingjust enough opposition to serve 
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as safety valves; and elite classes with 
enough hopes of a better tomorrow and 
a solid stake in the status quo. 

Allen S. Whiting (University of 
Michigan) dealt with the potential for con¬ 
flict and cooperation in Asia. In a 
panoramic survey of the various points 
of potential clash he argued that the 
balance of tension was likely to avert ex¬ 
plosions and yield a precarious peace. 

AH in all, the symposium was one more 
evidence of the melancholy syndrome 
that has dogged the fate of development 
for three long decades. The world com- 
munily—both rich and poor nations— 
still lacks an effective strategy for tack«* 
Img even the most urgent tasks. And so 
It IS helplessly groping for one, engaging 
endlessly in a merry-go-round of con¬ 
ferences and discussions. That groping 
bids fair to continue till the end of the 
century unless the direction of thinking 
IS radically changed. 

Failsafe Strategy 

A failsafe strategy for rapid develop¬ 
ment will begin to emerge only when 
we recognise two fundamentals as ines¬ 
capable major premises. First, that in 
every country and, in every region, its 
phvsicat resources—the soils, the waters, 
the foicsts, the minerals, the sunshine, 
and the manpower—must be systemati¬ 
cally put to woik with the help of 
modem science and technology to gener¬ 
ate optimum production, incomes and 
job opportunities. And, second, that the 
billions of idle man-hours now running to 
waste day after day are equivalent to 
billions of dollars and must be cashed 
in by harnessing them to productive 
jobs. How to achieve this twofold ob¬ 
jective IS the overriding agenda that 
must be addressed by all those who 
are seriously concerned with develop¬ 
ment. 

There arc some faint signs that, at long 
last, wo are moving in that direction, but 
still at a glacial pace, and driven by cir¬ 
cumstances, not through an exercise of 
foresight. How much longer must it 
take for development experts to grasp 
firmly these axioms of development? 
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I Economic Analysis 

i 

The Problem of Subsidies 


As A natural corollary to the growing 
concern of the State over the welfare 
and protection of the weaker sections 
and priority sectors, there has been a 
very steep rise in budgetary subsidies. 
The outflow from the Central exchequer 
by way of subsidies on food, fertiliser, 
exports and other items has been esti* 
mated to have increased fiomRs94 
crores in 1970-71 to Rs 1858 crores in 
1979-80. In other words, in the last 
decade these subsidies registcied an 
increase of nearly 1900 percent. In 
1970-71, they formed only 1.7 per cent 
of the total expenditure of the Central 
Government. In 1979-80, theyamounl- 

Growth in Subsidies 


7 

I 

Year 

Subsidies 
(Rs crores) 

t 

1970-71 

94 

t 

1975-76 

470(n( 

t 

1976-77 

947(a, 


1977-78 

1287 

• 1 

1978-79 

1504 

M 

H 

1979-80 (R.E.) 

1858 

M 

1980-81 (B.E.) 

1655 

H 

M 

(fi; Does 

not include loss on 


imported fertilisers. 

Source : Government of India, Econo¬ 
mic Survey (Various Years) 
cd to 8.4 per cent. The Planning 
Commission has estimated that at the 
1979-80 rates, the subsidies would 
account for Rs 12.400 crores over the 
Sixth Plan period. 

1 ood and fertiliseis together account 
for about two-thirds of the total subsi¬ 
dies. Expoits account for a major shaic 
of the remaining part. Export sub- 

* Mr Chcrunilam is associated with 
Faculty ot Business Administration, 
Universiiy of Mysore, Manisa Gangotn, 
Mysoie-57009t> 


Francis Charunilam 

sidies which aggregated to neatly 
Rs 150 crores in 1975-76, have been 
estimated to be over Rs 400 crores in 
1980-81. Fertiliser subsidy registered a 
steep rise from Rs 266 crores in 1977-78 
to over Rs 640 crores in 1979-80— 
an increase of about 140 per cent in 
just two years. As a result of the revi¬ 
sion of the fertiliser prices last year, the 
subsidy on fertilisers could be brought 
down to Rs 466 crores in 1980-81. 

However, the increase in the price 
of the imported fertilisers and the 
rise in the cost of pioduction of 
indigenous fertilisers due to the 
increase in prices of naphtha and 
other inputs compelled the Govern¬ 
ment to earmark a sum of Rs 679 
crores towards subsidy on fertilisers 
during 1981-82. The revised budget 
estimate for 1980-81 has increased the 
provision for food subsidy, subsidy on 
controlled cloth and provision for cash 
compensatory support and market 
development for exports by Rs 110 
crores. The Union budget for 1981-82 
has provided nearly Rs 100 crores 
towards subsidy on controlled cloth. 

The steep increase in subsidies has 
given rise to the demand for their re¬ 
duction and even the abolition of 
certain subsidies. There are two prin¬ 
cipal arguments for reduction/abolition 
of subsidies, viz. (i) subsidies eat into 
the resources for development, and (ii) 
subsidies, as they exist today, cannot 
be justified on grounds of economic 
equity and social justice. 

The Government and the planning 
personnel are concerned more about 
the first of these two problems. For 
instance, the Sixth Plan observes: *‘It 
is essential to ensure that these subsi¬ 
dies are kept within reasonable limits 


in order to release resources for deve¬ 
lopment. In respect of food subsidies, 
while increase in procurement prices 
may have to be allowed in future in 
order to provide incentives to the 
farmers as well as to idfset the rise in 
the cost of inputs, m:asures would have 
to be taken simultaneously for the 
appropriate revision of issue prices of 
foodgrains and for the reduction in the 
operational costs of the Food Corpora¬ 
tion of India and other agencies. 

Similaily, if cost of imported ferti¬ 
lisers goes up, the fertiliser prices 
may have to be raised so that fertiliser 
subsidy is maintained at the 1980-81 
level. It is also not possible to 
expand the scope of export subsidies 
and other measures needed to 
be employed to promote exports”. 

For financing of the Sixth Plan, 
Rs 3,250 crores have been estimated 
as the sum that can be obtained 
by reducing subsidies. This forms 
about 26 per cent of the additional 
resource mobilisation planned during 
1979-80—1984-85. A number of critics 
of the Union budget for 1981-82 have 
argued that the massive deficit in the 
budget could have been reduced by re¬ 
ducing the outflow by way of subsidies. 

In fact, the Government has taken 
certain steps to reduce the expenditure 
on subsidies. The revision of fertiliser 
prices in June, 1980, enabled the 
Government to secure a saving of 
Rs 350 crores on fertiliser subsidies. 
As a result, the budget estimate of 
subsidies for 1980-81 at Rs 1,655 crores 
was lower by Rs 203 crores than in 
the previous year. It has also been indi¬ 
cated that the Government would try 
to prune the export subsidy. 

The Union Finance Minister Mr R, 
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Venkdtciraman, has recently declared 
that the Governmcnl is determined to 
put an end gradually to ‘cross 
subsidisation’’ of the sci vices enjoyed 
by a community by others Fuithcr, 
the marketing policy of public sector 
undertakings would be such that their 
prices covered the c(jst ot production 
and a reasonable maigin of proht 
I he othci majoi ob)cction to the 
subsidies IS that the wcakci sections 
aic not the ical bencliciaiics ot the 
subsidies, the benefits ol the subsidies 
are many a time cornered largely b> 
the relatively betki-off sections 1 has 
the subsidies disloi l income distiibu- 
tion 4igainst the poor and hence they 
should be abolished 

It IS ti uc that the subsidies icduce 
ihe icsou cc ava labilil> loi investment 
and that they do not benefit much the 
lowest stratum ot the economy But 
these leasons, impoitanl asthcyaie 
do not sunitienlly justify complete 
abolition of subsidies 

For instance, take the case of tin 
food subsidies Ihe food subsidy 
a» counts tor nearly onc-lhird of the 
total budgetary subsidies But its 
abolition Will give use to seiious pio- 
blems A Government which is com¬ 
mitted to bring down the piopoition 
ol population below the poveitv-line 
from 4S per cent to 10 per cent within 
a peiiod of five veais can ill affoid to 
take away the lood mbsidy When 
inflation is running well in two digits 
removal ol food subsidy will administci 
a seveie blow to the pool strata 
Replying lo the eiitieism against lood 
subsidy in Parliament, the Finance 
Ministei has pointed out “Jf I leduec 
this subsidy which is Rs 620 eiorcs or 
completely eliminate it, I will have to 
laise the puce of w heal by about 74 
paisc per kg and nee by 64 paise I 
don’t think anybody in this House will 
suppoit me if I come foiwaid with 
such a proposition’ When his atten¬ 
tion was drawn to emphasis placed by 
the Sixth Plan document on a substan¬ 
tial reduction in subsidies^ the Minister 
reacted that what the Plan document 


He further added “When the Finance 
Minister is laced with the pioblem of 
inflation and iisnm prices and large 
sections of people living below the 
poverty line does he go by what is 
stated in the plan documeiilft was 
aftci careful considelation ol the prt^s 
and cons that wc decided to keep the 
subsidies” 

Jiowevei the lad lemains that the 
subsidised sale ol iitides through the 
public disliibiiljon vstem laigcly b^ne 
fits the uibin middle class, mdustiial 
woikers and Ciovernmenl employees 
I hose who aie below the poveity lin; 
aie haidly map isiuon to take advan 
tdge ol the piiblu disliibution system 
This cills lor i leoiientalion of the 
public elisliibiition s\stem so lint the 
really des nin sidions will avail ol 
Its benefits Suhsidiscd issue of the 
consumer items should be lesUieted to 
households 1x1 w a eeitain income 
level rile uieeiit task of the publie 
distiibution system should be lo expand 
the system in udi a wav is to bene hi 
the vulnei ibk seetions m all aicas 
The public distiibution system is yet to 
make it impaet lelt on the luial aie as 

The subsidy on lertiliscis has bctn 
entieised saying that it largely benefits 
the lui d iieli But, the N(^\l R study 
has shown tint mall but two States 
ot India the mlemsity ol leililisei 
usage IS high on the small I arms 1 ui 
thci, the iiKKise in the feitihsei 
prices will iieei sitatc an ineicase in 
the pieieuiement piiees which will have 
lo be passed on to the consumers 

Lxpoits is tiu next secloi that enjoys 
considerable siibsuly Wc'cinnot afford 
to take away tins subsidy at the ex¬ 
pense of ex poit e linings If the e\- 
poi t subsidu s can be reduced without 
affecling cxpoit ciinings, theic cannot 
be any jusMlubk objcelion to it The 
provision (d Rs IDl) cioics foi subsidy 
on controlled cloth duiing 1981-82 is 
designed to benefit the vulnei able see 
tions The additional financial re 
quirement for this puipose is to be met 
out of additional taxation spccilically 


to be a big sura With some modifica¬ 
tions, such as restricting the supply 
of subsidised food and other articles 
lo the vulnei able sections, th.y can be 
made to serve a social puiposc 
Thcic ate a mimbci ot subsidies enjoy¬ 
ed by the relatistTy well to do but they 
aie* absorbed into the economy, un¬ 
noticed by way ot increase m piodue- 
tion and supply costs and puces Em- 
plo\cesin many ol the public enter- 
puses and luge eoip iralioiis in the 
jxivalc scctoi eiijoy a number of sci- 
vieC'* and goods free of cost or at a 
hndi discount oi subsidy ] In mono- 
jioly oi oligopoly |x»siiion they enjov 
en ibles them to easily absorb the cost 
of Ihese discounts ind subsidies into 
then production and supj)lv costs and 
piss them on to the eonsimici 

Tlie industiial scei4)i, eompiismg 
b nh the laige and small industiies, 
cTijoys ciuiiinoLis subsidies iindet va- 
iious schemes such as devtlopmenl ol 
blekwaul aieas ichabilitalion ol sick 
indusliics modelmsalJon of industiies 
and piomotion ol small scale and piio- 
niv SLCloi indiistues IhesC subsidies 
range fiom e ipilal subsidies and in¬ 
kiest rate toneessions to exemptions/ 
eoneessu>ns in taxes, lexies and fees 
Such subsidies, obvioush beiiLfil the 
indiisliN rallici than the jsoor 

The adrmnixteied puces whitli do 
not co\er the full tost ol production 
also amount lo subsidies indirectly 
The benefits ot the idminiskred priecs 
in case of inJustiial pioducis aie also 
not enjoyed by the poor but the upper 
stiata I hose who aigue against the 
biidgetaiy subsidies 4)n lood Icililiser, 
eontioiled cloth, etc , should not ig- 
noic these facts 

I urtliei, some of the public utilities 
and public goods are also subsidised 
m one way or the othci 

It IS high lime the Go\crnment re- 
oiieiited Us policy and appioach to¬ 
wards the \ai ous types of direct and 
indiicel subsidies so that the vulneiabic 
sections and critical sectois, and only 
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said wds a principle and It had lo he mcani loi mis puiiiu>c incy, arc given me pioietiion oi suo- ^ 

applied in relation to the circumstances In aggregate, subsidies would appeal sidics « 


iKOHQMin 


11 


JULY 3 , 1981 



In the Nation 


Reviving Capital Market 


Till Six ill Plan has posed a big challenge 
to the private sector in raising funds to 
achieve the targets laid down in it. At 
piescnt, just about Rs 800 crores per 
annum arc available to the private corpo¬ 
rate sectoi both from the capital market 
and the financial institutions. It is 
envisaged in the Sixth Plan that there 
should be an investment of Rs 3,000 ci ores 
per annum for the corporate scctoi. It 
is evident that the gap is huge and this 
makes it impelative that steps should be 
taken to develop the capital market in 
addition to laising funds from abroad. 
The total number of shareholders all ovei 
the country is about 30 lakhs, tlial is 
less than 0.5 per cent of the country's 
population. This is in contrast to the 
position in developed countries. For 
instance, the number of shareholders in 
1967-68 constituted 12 per cent of the 
population in the USA, 5.5 per cent in 
the UK, 4 pci cent in Prance and 6.7 per 
cent in West Geimany. With such a 
small shaie base in the country, it would 
be very difficult foi companies to mobilise 
icsourccs at the rate required to finance 
the pioposcd investment in the Sixth Plan. 

Timely Discussion 

It is in this context that the workshop 
on capital market held recently m 
Bombay, organised by the Federation of 
Indian Chamber of Commerce and Indus¬ 
try, should be considered timely. It 
must be pointed out here that during the 
Thud Plan period (1961-65). the annual 
average of sanctions and disbursements 
ofalllhetcim financial institutions then 
opcraiing in the country was around 
Rs 112 cioics and Rs 60crorcs, respecti¬ 
vely. As against this, the annual average 
of the amount of capital raised on the 
market during the period was as high as 
Rs 116 crores. It was only during the 
last decade that the importance of the 
capital market as a mobiliser of finance 
foi the corpoiatc sector declined consi¬ 
derably. Simultaneously, there was a 
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rapid growth in the activities of term 
lending institutions. Thus, there has 
been a change in the financing pattern of 
industrial growth in the country, signi¬ 
fying a higher reliance on debt vis-a-vis 
promoters’ own funds and equity. 

It is the household sector which is the 
major source of savings in the country. 
Of the estimated aggregate national 
savings of Rs 18,884 crores in 1979-80, 
the savings of the household sector at 
Rs 14,978 crores accounted for 79 per cent 
of the total. But the net supply of funds 
flowing directly from the household sector 


T. T. Vijayaraghavan writes 
from Bombay 


to the corporate sector has remained rela¬ 
tively modest during the last decade. 
During 1957 to 1962 the capital market 
mobilised 0.8 to 1.02 per cent of national 
income or 9 to 13 per cent of net national 
savings into industrial securities. 
But during 1977-78 the capital market 
mobilised on an average only about 
0.15 per cent national income 
or 0.65 per cent of net national 
savings for investment in industrial secu¬ 
rities. 

The household sector investments have 
found their way more and more into 
banking and non-banking companies 
rather than industrial securities. The task 
is, therefore, as pointed out by Mr N. N. 
Pai, Chairman of the IDBI, in his inaugu¬ 
ral speech at the workshop, to induce the 
household sector to improve its share in 
industrial securities in the sum total of 
financial assets being acquired by it. The 
main difficulty here is that it finds the 
yield is not satisfactory and the risk 
reasonable. A fundamental prerequisite 
for substantial improvement in the func¬ 
tioning of the capital market lies in the 
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improved use of funds and thus increase 
the productivity of capital. 

Term lending institutions help in under¬ 
writing and also subscribing directly to 
the share capital of the industrial under¬ 
takings, not merely to ensure that the 
financing of the projects is fully tied up 
but also to indicate that the projects are 
support-worthy and investors could con¬ 
fidently invest in such securities. 

Cause for Concern 

What has actually happened is that dev- 
olvements have been large, a trend causing 
concern both to the industry and the 
institutions. Mr Pai has been repeatedly 
urging that the institutions should recon¬ 
sider their policy of holding on to their 
investments which are easily marketable 
and they should more than ever in the 
past give greater attention to disinvest¬ 
ment of (heir holdings either to the public, 
taking care that the sales arc in small lots 
through different stock exchanges or 
directly to investment institutions like the 
UTI which are expected to invest the bulk 
of their funds in industrial securities The 
point is that the policy of the institutions 
should be one of not holding on to of 
industrial securities which could be easily 
absorbed by the investing public. 

But whatever the institutions may do, 
it may not go far unless other steps are 
taken. Mr Pai referred to the need for 
more tax incentives. The existing incen¬ 
tives for encouraging investments in 
shares of new companies have not been 
able to induce the investing public to go 
in for new companies. A number of new 
companies arc not generally in a position 
to generate cash flow enough to take 
advantage of all tax concessions. It is 
not an uncommon experience that a large 
number of new projects have cost over¬ 
runs that make the prospects of new , 
enterprises much less attractive than the 
expansion or diversification of existing 
companies. It would, therefore, appear 
that even if the capital market becomes 

RJLY 3« 1981 

-k r 4, 









SoIkHox- 
pronMBxpori 

offers 

projects for 
Rural 








The All-Union Association"Selkhoz- 
promexport" designs and supplies 
complete sets of equipment, 
technological lines, aggregates and 
machines for construction of hydro¬ 
engineering and irrigation installations, 
agricultural projects, silos, flour mills, 
plants for processing agricultural 
products, lumber and wood working 
enterprises. 


V/O ''Selkhozpromexport** under¬ 
takes the following services 
—consultancy and engineering; 
—erection and commissioning: 

—assistance in maintenance; 

—training of personnel; 

—selling of licences and 'know¬ 
how'. 


Please address all enquiries to . 




auarosci an cnifufiiu^ iv . 

yfo SBbchoxpromexport 

e^fTfcjP 18/1, Ovchinnikovskaya Nab., Moscow. 113324, USSR 
Cablas : Selkhozpromexport MOSCOW 
Tales : 411933 Telephone : 220-16-92 
or 

I Office of the Counsellor for Economic Affairs, USSR Embassy, New Delhi. Telephones; 697004, 697007 




more broadbased, it will mainly be the 
large and reputed companies which will 
take advantage of the bulk of the available 
resources. This means that the new entcr- 
prcneur will have to be helped by the 
financial institutions through underwriting 
facilities. 

Unattractive Profitability 

Hven so the fact remains that the over¬ 
all corporate profitability is relatively 
unattractive to induce flow of invest¬ 
ments in the corporate sector. The return 
on equity has remained almost stagnant. 
Mr Pai suggested that apart from adjust¬ 
ing the fiscal and monetary policies to 
ensure a minimum desirable rate of return 
on equity commensurate with the ruling 
interest rates, llierc is a case for adopting 
a flexible indirect taxation policy, which 
adjusts indirect tax levels to changes and 
demand/supply conditions in such a way 
that sale prices, net t>f excise duties, are 
adequately remunerative. But. we have 
to take into account that fiscal and mone¬ 
tary policies have by and large to sub¬ 
serve the wider socio-economic objectives 
even while granting that they should be 
adapted lof the extent possible in toning 
up the capital market. An area, however, 
where some bold thinking is necessary 
relates to the policy of price and distri¬ 
bution controls since such controls affect 
the profitability of scvcial industries. 

Recently, considerable attention has 
been given to the need for evolving a 
market for debentures, a reference to 
which has been made in these columns 
already. Despite the llp\^ard adjustment 
in yield rates on debentures, the demand 
by individuals for debentures has not 
grown in a siibstaniial way. Th's is be¬ 
cause they lack comparative liquidity. 
Tixeept fin* limited buy-back arrangements 
olTcrod by some companies, industrial 
debentures are completely illiquid. Be¬ 
sides fiiitlicr strengthening the buy-back 
arrangement, there is need for building 
an element of easy Iradeability for de¬ 
bentures. Also steps have to be taken for 
encouraging a secondary market in 
industrial debentures. Mr Pai suggested, 
that wc should start publishing the sale 
and purchase prices of debentures. We 
have also to examine the role of the 
brokers and other agents operating in the 


capital market to achieve better liquidity 
for debentures. Also for facilitating trad¬ 
ing in debentures, even the lots have to 
be reduced to smaller size, which is not 
the case today. 

Tho background paper circulated by 
the MCCI at the workshop has made 
several suggestions to make investment 
in share issiircs more attractive. One 
suggestion is that new companies could 
issue convertible bonds which would 
yield an interest in the first five or six 
years and could later be converted into 
equity. A disincentive at present is that 
the return on shares docs not compare 
favourably with the present interest rates 
structure. To restore the balance, dividend 
on shares, say up to 15 per cent, should 
be treated on par with interest for pur¬ 
poses of corporate taxation. The TICCI 
paper also suggested that the equity cul¬ 
ture should be carried to semi-urban and 
rural areas, f or this purpose, investment 
tiusls in the private sector should be set 
up in the semi-urban and rural areas on 
the same lines as the IJTl to garner re¬ 
sources. It will also be desirable if the 
commercial banks, which have expanded 
their network in a big way, offer their 
assistance for purchase and sale of 
securities. 


Madras Fertilizers 
Improves Record 


Madras Tfri ili7.f.rs Limited has report¬ 
ed a year of record performance for 1980- 
81. Production of urea and NPK. 
complex fertilizers for sale exceeded 
seven lakh tonnes, which helped keep 
the MFL as the largest single manufactur¬ 
ing unit of fertilizers in the country. 

Announcing the results in a recent press 
conference, the MFL’s Managing Direc¬ 
tor, Mr Joseph Kurian, stressed the need 
for granting an expansion to the company’s 
capacity. “Across the fence the Madras 
Refineries’ output is being doubled and 
in fairness wc hope that something will be 
done to clear the expansion or MFL's 
capacity also”, said Mr Kurian. The doub¬ 
ling of capacity would be possible if the 


additional production of naphtha from 
the refineries is made available to MFL; 
this would involve an expenditure of 
around Rs 400 crores and can be achieved 
in a short time. The company also con¬ 
templates the addition of one more train 
of NPK complex fertilizers. 

MFL is a public sector company with 
the Government of India owning 51 per 
cent of the equity, the balance divided 


S. Viswanathan writes 
from Madras 


equally between Amoco India Inc. of the 
USA and the National Iranian Oil Com¬ 
pany of Iran. Set up at a cost of Rs 71 
crores, the MFL has capacity of 750 
tonnes of ammonia, 885 tonnes of urea 
and 1800 tonnes of NPK per day. 

The performance has been consistently 
good. The company has the largest urea- 
based NPK granulation plant in India. 
The freedom to price complex fertilizers 
allowed till a couple of years ago, com¬ 
bined with the ability of the company to 
produce ihcse to near rated capacities 
and even more, helped keep the M F’L far 
ahead of other fertilizer units. This factor 
combined with the increase in the price 
of fertilizers allowed as a result of the 
budget proposals of the last two years, 
have contributed to a big rise in the turn¬ 
over of the company to Rs 147.33 crores. 
The cllicicnt operations also helped the 
company maintain a record of profits 
which is the envy of well-managed corpo¬ 
rate units in the private sector. Net pro¬ 
fits b;;forc tax at Rs 18.33 crores earned in 
1978-79 surpassed the record set up in the 
earlier year profits of Rs 11.58 crores; the 
performance dipped in 1979-80 due to shut 
down of operations for nearly 45 days. 
But in 1980-81 the company come back 
to the peak level reached earlier; MFL 
recorded a net profit before tax of Rs 
18.2 crores for 1980-81. 

I'his consistent good performance has 
helped the company pay off the entire 
dollar loans is had taken by last year. 
The net worth of the company stands at 
a handsome Rs 36 crores related to an 
equity capital of only Rs 13.65 crores. 

Two aspects of the operations of the 
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company during 198(^81 deserve special 
mention. The first is its record of safe 
operations. It is stated that as on March 
■^31, 1981 the MFL completed 14 million 
manhours (2242 days) of safe operations. 
It is gathered that the MFL tops 104 
fertilizer companies in the world in safe 
operations without any lost time accident. 

The other interesting aspect of the 
MFL’s record is the Long Term Agricul¬ 
tural Development Programme (LTADP), 
“started with a view to identifying pockets 
of low agricultural productivity and pro¬ 
vide supplies and services to substantially 
increase agricultural production.” 

y Pastures New 

The habit of high consumption of 
fertilizers continues to be concentrated 
in a few pockets of the country. Natu¬ 
rally, a large manufacturer like the MFL 
is anxious to extend it to newer areas. A 
review of this LTADP, the company 
states, lias been gratifying in terms of the 
increase achieved m the yield ofciops 
already grown and also in introducing 
new cropping systems, both in turn lead¬ 
ing to a considerable improvement in the 
incomes of farmers of these villages. 

The MFL obtained a contract for 
management services for the State Ferti- 
^ lizer Manufacturing Corporation of Sri 
^ Lanka amidst stiff competition from 
leaders of fertilizer industry the world 
over. The contract envisages training of 
Sri Lanka plant personnel for operation 
and maintenance of the complex and put 
the plant in commercial production at 
designed efiiciency and full capacity utili¬ 
sation. The company has deputed 33 of 
its technical personnel since May last 
year and is awaiting the handing over of 
the plant on completion of performance 
guarantee tests by Kellogg Overseas 
Corporation of UK, who are the main 
contractors for the ammonia plant. 

The managers of the MFL are some¬ 
what worried over the lack of decision 
on expanding the company’s activities. 
The two foreign collaborators do not 
seem to be too keen about putting money 
* on expansion/diversification on grounds 
of the returns being not quite attractive. 
The record of the company in terms of 
production, marketing and profitability, 
has been consistently good. Accruals to 


reserves and surplus has been handsome 
and it has been servicing debts as per the 
original project report. Dividends dec¬ 
lared to shareholders from the stage the 
company reached full capacity production 
have also been handsome. In 1975-76 the 
MFL declared a dividend of 12 per cent; 
this has increased in the subsequent four 
years to 15 per cent, 20 per cent, 50 per 
cent and 16.8 per cent respectively. 
Despite these high rates of dividend which 
arc the envy of even some of the well 
managed private sector units. Amoco and 
NIOC do not seem to be too keen on 
expansion on account of the reservations 
they have on the pricing formula for ferti¬ 
lizers, which limits to 12 percent post-tax 
return on the capital employed subject to 
certain level of performance. This is 
causing some i rust ration to the managers 
who are worried over the threatened stag¬ 
nation in the activities of the company 
which has taken the lead among the 
corporate units for its spectacular per¬ 
formance in the Seventies. 


Baiting the 
Bureaucracy 


AnDRErsiNCr a gathering of businessmen 
in Calcutta recently. Prof. Northcolc 
Parkinson scveieh criticised the lolc of 
bureaucracy in democratic counti ies a.nd 
stressed the need to change its ways. 11c 
said that bureaucracy was responsible for 
causing delay and indecision as well as 
waste and extravagance in administration. 
He quoted specific instances from several 
countries to show how the indiscriminate 
expansion of bureaucracy had resulted in 
more controls and regulations which 
affected the growth of the economy and 
the welfare of the people. 

But Prof Parkinson did not have any 
original suggestion to tame the bureau¬ 
cracy and make it function with speed and 
efficiency. In almost all democratic 
countries attempts have been made from 
time to time to remove controls, reduce 
the number of civil servants, and reform 
the system of administration, but these 
efforts have not met with much success. 


Even in the USA, which is deeply dedi¬ 
cated to free enterprise, there has been a 
remarkable proliferation of all kinds of 
controls. A recent issue of Span revealed 
that Federal expenditure on regulating 
agencies shot up from 5 745 million in 
1970 to S 4,800 million in 1980. The 
rat Register, which records official regula¬ 
tions, had 65,000 pages in 1977 compared 
to 10,000 in 1953 and 3,400 in 1937. The ^ 
cost to the private sector of complying 
with regulations is estimated at 8 100,000 
million annually at current rates. 

Bloated Administration 

It is, thcicforc, hardly surprising that in 
India, which is committed to a socialist 
pattern of society, the role of the Govern¬ 
ment is being steadily increased which has 
bloated the burcauciacy, slowed down 
speed and eihcicncy in administration, 
and enormously incieased unproductive 
expenditure Prof Parkinson suggested 
dccentialisation of powers as an effective 
remedy to cure the evil of bureaucracy. : 
He said that if the Central Government 
weie relieved of its responsibilities in 
respect of such subjects us health and ! 
education, it would have moic time to 
consider at length and at leisure the major | 
problems of national and international j 
impoitancc. I 

There is, indeed, a case for delegating 
more powers to the States But this will 
not necessarily bring about any improve¬ 
ment in administrative efficiency. The 
State Governments already enjoy vast 
powers over health, education, and several 
other subjects which vitally atfecl the life 
of the common man. How many State 
Governments have been able to lun these 
departments satisfactorily? Consider this 
report in the Statesman of Calcutta of 
June 19: “Hooliganism in government 
hospitals and health ccnties in West 
Bengal is threatening the health services. 
The piece meal approach of the state 
government to this problem has made the 
situation worse. Ruffians virtually hold 
these institutions to ransom and the 
mediail staff is expensed to intimidation 
and assaults”. 

Centralisation is certainly not as bad 
as Prof Parkinson seems to suggest. In ^ 
Japan, for instance, education has played 
a crucial role in improving workers* pro- 
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ductivity. But education is a central 
subject. As an article in the Asian Wall 
Srtect Journal of June 10 said: ^'In cont¬ 
rast to the American model, the Japanese 
educational system is highly centralised; 
both curriculum content and administra¬ 
tion of the public schools are tightly con¬ 
trolled by the Japanese Ministry of 
Education. Japanese education relics 
heavily on the lecture method of teaching, 
memorisation and academic achievement. 
A fundamental requirement is thorough 
knowledge of the Japanese language, a 
difficult task considering that every 
Japanese child must mernori/c 1,H50 ideo¬ 
grams plus two phonetic syllabaries (the 
^official list of charaqtcrs has recently 
been increased to 1,945). The level of 
mathematical and scientific instiuction is 
reputed to be the highest in the world". 

Reform of the bureaucracy, therefore, 
has to be sought by other methods than 
decentralisation. But in whichever way 
we attempt to improve it, it seems un¬ 
likely to produce the desired results. We 
can get on without Ministers. But wc 
can not get on without bureaucrats. 


On Jute Front 

TfiE Joint Secretary in the Union Com¬ 
merce Ministry, Mr A.K. Mukherjee, told 
the Indian Jute MilK Association in 
Calcutta on June 23 thai the Government 
was drafting a bill on the constitution of 
the Jute Board with “extraordinary 
speed” so that it could be introduced in 
the next session of Parliament. But the 
discussions revealed that the Ministry had 
not yet formulated its ideas clearly on 
how the board should be composed and 
how its funds should be raised. The 
IJMA Chairman, Mr Sivaraman, sugge.s- 
ted that adequate representation should 
be given to the industry on the board. 
One would have thought that an issue like 
this would have been sett tied long ago. 
The task force submitted its report in last 
February. Since then there have been 
^many meetings in New Delhi between the 
representatives of the IJMA and the 
Ministry. What prevented the Ministry 
from discussing and deciding such ques* 
tions much earlier 7 


Even if the bill on the Jute Board is 
introduced in Parliament with “extraordi¬ 
nary speed", it seems doubtful if the board 
itself will be able to tackle the industry's 
problems speedily. The board is to have 
nine divisions dealing with research, 
export promotion, registration, marketing, 
costing, regulation measures, economic 
issues, production of raw jute, industrial 
relations and administration. For each 
division, an advisory committee will be 
set up. But has the Ministry clearly 
defined the functions of these divisions? 
For instance, what arc the “economic 
issues” to be handled by the division 
concerned ? Jro\N is close coordination 


R. J, Venkateswaran 
writes from Calcutta 


going to be achieved among the activities 
of these divisions? 

At the Calcutta meeting, the IJMA's 
spokesmen stressed the need for placing 
adequate funds at the disposal of the 
board. The suggestion was made that 
the funds should be raised from the 
industry with the promise of a matching 
contribution fiom the Government, The 
Economic Timc'^ icportcd that “it seemed 
that the Government representatives 
appreciated the stand of the IJMA”. 
What docs the mean ? Has not the 
Government made up its mind yet as to 
how cxacll> the hoard’s activities arc to 
be financed In tli.' past. New Delhi had 
been niggardly m icleasing money from 
thcMaikct Devebpment Fund for the 
jute industry’s promotional work. Not 
only was the amount sanctioned meagre 
but its availabiht\ was also irregular. 
Because of paucitv of funds, the IJMA 
had to curtail severely its development 
activities even in such major markets as 
the USA and the fCM. The Govern¬ 
ment, therefore, should see to it that the 
Jute Board is not handicapped by financial 
constraints. 

The indiistiy mule several suggestions 
at the Calcutta meeting to enable it to 
meet the present CM sis, such as financial 
assistance to promote the export of carpet 
backing cloth, laiger purchases by the 
Directorate-General of Supplies and Dis¬ 
posals, and a ban on the use of second¬ 
hand jute bags by the cement industry. 
The Oovernment was also urged to per¬ 


suade Russia to enter the jute market 
immediately. Moscow had stayed away 
from the market for three months and, as 
a result, there had been a substantial 
erosion in the prices of jute goods, com¬ 
pelling the industry to sell in other 
markets at uneconomic prices. It was 
suggested that Russia should also be urged 
to make its purchases on a uniform and 
regular basis. 

But why has Moscow been unwilling to 
buy from India? Has this decision got 
anything to do with the quality of our jute 
goods, or their prices or delivery 
schedules? Has Russia been following 
such a policy only in lespecl of jute goods 
or in the case of other major items of 
Indian exports also? If Russian reluctance 
is only temporary, could not Mr Jyoti 
Basu ii«e his influence with Moscow to 
change its policy? Some time ago, after a 
visit to Russia, Mr Basu said that it 
offered great scope for the export of our 
jute goods and raw jute. As West Bengal 
is going to be represented on the Jute 
Board, it will be in order if the State 
Government plays some role in promoting 
exports to Russia. 

The Commerce Ministry’s decision to 
act with “extraordinary speed” in setting 
up the Jute Board is welcome. But, in 
doing so, it should take care to avoid 
hasty decisions. 


Trouble in Fishiog 
Waters 


N )i simpRisiN(rLV, the Indian fishing 
industry is in trouble. 7'hc long-term 
problem is that the rate of accretion to 
the fleet of deep-sea fishing vessels-—traw¬ 
lers and such like—is absurdly low. The 
short-term problem is that the high cost ‘ 
of diesel is making fishing uneconomic. 
This IS what emerged at the second annual 
general meeting of the Association of 
InJian Fisheiy Industries. The President 
of the Association, Mr N.P. Singh read 
out his tale of woe to Mr R.V. 
Swaminathan, Minister of State for Agri- ; 
culture, who, in his reply (also read out* ^ 
but alas, not quite as forcefully) told tho 
Association to, v'cll* go and fish* The 
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Association wants wide ranging conces¬ 
sions which the Government is refusing 
to give. 

Ik review of the facts proves instructive. 
Between 1947-77, fish ‘production' grew 
at a very respectable pace, only to be¬ 
come static during 1977*80. The really 
dramatic inci cases came m the Sixties and 
was directly linked to the growth in the 
number of mcchanrsed vessels: from 2010 
in I960 to 16,000 in 1977. The fleet 
of deep-sea fishing vessels, however, 
comprises just about 55 vessels. The 
Trawler Development Fund, which was 
created to help pi ivate entrepreneurs and 
State Governments to acquire more vessels 
has proved something of a flop. And, 
while on the one hand there is a scarcity 
of vessels, the high price of diesel, which 
accounts for over 25 per cent of operat¬ 
ing expenses, has made the going rough. 
Incidentally, this imbalance has had an¬ 
other damaging effect: the onshore and 
offshore aicas ha\c been rapidly depleted, 
so much so that the Department of En¬ 
vironment is getting worried. And even 
as this depletion has progressed, no con¬ 
certed effoits have been made to develop 
deep-sea fishing which is where the real 
potential lies. 

Pinning the Blame 

For this, it seems hard to pm the blame 
All that can be said is that not enough 
advantage has been taken of the conces¬ 
sions being offered by Government 
Incicdjbly soft loans are available to 
acquire vessels, but surprisingly vciy few 
parties seem willing to come forth. The 
SDbC window requires repayment only 
after 15 yeais and loans up to 95 per 
cent of the costs aie available. The 
Government has also announced a scheme 
' tmder which a subsidy of 33 per cent on 
the cost of indigenously constructed 
vessels (with permission to import equip¬ 
ment to the value of 30 per cent of the 
cost of vessels) has been available for a 
year. 

The need to develop deep-sea fish¬ 
ing cannot be ovei-emphasised. At 
present only one pei cent comes from this 
source. The infrastructure, in the form 
of fishing harbours too has been created 
at Visakhapatnam, Cochin and Roy 
uChowk. Despite all this, it is rather .sur¬ 


prising that nobody is willing to come 
forward to avail of all the facilities. 

In the context of past trends, the Sixth 
Plan targets appear a trifle ambitious: 60 
large vessels and 600 mechanised boats to 
be added each year. Since it took nearly 
10 years to bring the fleet strength up to 
the present 55, the targets smack more of 
wishful thinking than achievable objec¬ 
tives. 

Mr Swaminathan appeared justified in 
taking the hard line. He shot down virtu¬ 
ally all of the proposals made by the 
Association but did say that some sort of 
excise relief might be provided to the 
industry on diesel. In fad, it was most 
refreshing and indeed amusing to find a 
representative of the Government reading 
out a long list of complaints about the 
industry. 

Defaulting Industry 

For example, the first meeting of the 
vessel programming sub-committec was 
held in June 1980 -not a single icprescn- 
tativc of the industry attended; the 
industry reneged its promise to take on 
two tiainecs from the Central Institute of 
Fisheries, Nautical and Engineering 
Training, one on the deck side, the other 
on the engine side, and so on. The 
Minister also turned down a request for 
a support price for catch from the deep 
sea as ‘‘patently unacceptable” whatever 
that might mean I le also refused to make 
available through Government sponsor¬ 
ship and free of cost, foreign experts. 

But he was not in an altogether dis¬ 
obliging mood. He agreed that fish¬ 
ing industry could be given a “backward 
area” status so that the various conces¬ 
sions that are available to industries in 
such areas w'ould be available to fishing 
also. 

Meanwhile, there have been icports 
that a inter-ministerial row is on over 
the formulation of a long-term strategy 
for the development of deep-sea fishing. 
One problem relates to the issue of 
whether or not soft loan facilities from 
the SDFC can be extended to the large 
houses. The Department of Heavy Indus¬ 
try says aye but the Ministry of Agricul¬ 
ture says nay. In fact, differences of 
opinion have arisen over fairly trivial 
issues also. If policy making is going to 


be bogged down in this kind of wrangle, 
one wonders if India—despite its vast 
potential—will even emerge as a leading 
fishing country. 


Sponge Iron : New 
Process 


The Central Fuel Research Institute, 
Dhanbad, has developed a new process 
(patent filed) for the production of sponge 
iron. While the known technologies 
involve reduction of iion ore by gases 
generated by gasification of coal or char, 
in the CFRI process no external rtductant 
is necessary. Further, the CFRI process 
does not involve fine grinding cither of 
the iron ore or the rcductant non-coking 
coal as against the normal practice of fine 
grinding of iron ores before its pelleti¬ 
sation and subsequent reduction. In this 
novel process, the reduction is intrinsic 
and takes place in the briquettes, pellets 
or extruded shapes made out of the essen¬ 
tial ingredients. This breakthrough has 
been possible by judicious incorporation 
of the rcductant (coal) in the matrix of the 
iron fines in the form of performed shapes 
which, when suitably treated in a furnace 
leads to production of sponge iron lumps. 

The process in brief rs : Iron ore fines 
of suitable quality is ground through 3 
mm, mixed with non-coking slack coal 
usually 15 to 35 per cent of the iron ore. 
Water is added to the mixture to make a 
paste, with addition of small quantity 
plasticiser, if required The mix is briqu¬ 
etted or extruded to desired shapes. The 
moulded shapes are charged into suitable 
furnace in three different zones with tem¬ 
peratures ranging from 300 to I100®C. 
The moulded shapes during passage 
through the furance undergoes a series of 
sequential reactions, namely induration, 
reduction and incipient fusion. Sponge 
iron is formed as a consequence, which is 
progressively cooled and discharged into 
a close chamber with reducing atmosphere. 
The metallization of the sponge iron pro* 
duced varies from 70 to 92 per cent, the 
carbon content being only 0.22 to 1 per 
cent. 
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Window on the World 


' Will OPEC Crack ? 


This year has seen much slippage in 
the oil cartel's market power. Its 
sixtieth session, held in Geneva was 
virtually a non-event. Saudi Arabia, by 
far the biggest producer, refused to 
raise prices or to cut output.. The other 
twelve members, in apparent exasperation, 
decided to trim their own production by 
10 per cent and to freeze prices at their 
^)jcsent levels. But the Saudis robbed 
these decisions of any real meaning. The 
glut in the world market, increasingly 
noticeable since early, this year, shows no 
sign of abating. And for the lime being 
at least/ it threatens to grow even more 
serious. 

The spot market price has continued 
to tumble and has touched a recent low 
of $32 a barrel, a drop of over $7 in tne 
last few months. And no sooner was the 
ink dry on the declaration of the twelve 
OPEC members than they began to slash 
their own prices in one form or another. 
Meanwhile, the price-cutting has spread 
--4also to the majer non-OPIZC producers— 
Mexico, Britain and Norway. 

Counter Cartel 

How long will this trend continue? 
Does it herald the end of the oil cartel 
as some are wistfully predicting ? A few 
have gone the length of suggesting that 
now is the time for the major consumers, 
especially the United States, to organise 
a counter cartel of buyers and to deal a 
knuck-out blow to OPEC whose members 
are, or soon will b^\ hard pressed to raise 
enough oil revenue to meet their current 
needs including iinance for costly deve¬ 
lopment plans they already have under 
way. 

The oil glut and the receding crude 
j^rices have brought a welcome respite 
to the consuming nations. However, it 
would be premature to celebrate it as 
something irreversible, heralding an even¬ 
tual demise of the cartel. When there is 


a glut, Saudi Arabia, it has been rightly 
said, is OPEC, and vice versa. The fate 
of the cartel therefore hinges almost ex¬ 
clusively on Saudi action. And so far the 
Saudis have piojected a characteristically 
sphinx-like image while emitting, mainly 
through their very articulate and very 
equivocal Oil Minister Sheik Ahmed Zaki 
Yamani, a senes of contradictory signals 
that are boastful, assertive, occasionally 
militant, yet never without conciliatory 
overtones. Appraising the cartel’s future 
is thus tantamount to penetrating the 
Saudi motives; and, inevitably, there is 
mounting speculation on the subject. 

Engineered Glut 

Prior to the last Geneva parley, in a 
television appealance on NBC’s “Meet 
the Press” news programme (April 18), 
Sheik Yamani, announced that his coun¬ 
try had “anticipated” the glut. Not only 
that; he added c.'tegorically that Saudi 
Arabia had “engineered the glut”, in 
order to stabilise the oil price- “We 
think it went loo far”, he said referring 
to the price hikes that followed last 
December’s OPFC meeting in Indonesia. 
This was “not in the interest of the inter¬ 
national community” and therefore his 
country wanted the prices “to come 
down a bit lowei”. He also made it clear 
that, until this happened and a unified 
price at a lowci level was adopted by the 
other OPLC members, Saudi Arabia 
would go on producing around 10.3 mil¬ 
lion barrels of crude a day as against its 
establishment long-term ceiling of 8 5 
million bairels, thereby steadily feeding 
the glut. 

In Geneva, a good deal of pressure was 
brought to bear on Saudi Arabia to agree 
to cut back its pi eduction and to raise 
its price, currently at $32 a barrel. Ap¬ 
parently, there weie angry exchanges bet¬ 
ween Sheik Yamani and the price hawks. 
For a moment it seemed that after all 
there might be a compromise—with the 


Saudis raising prices by $2 to S34 a barrel 
and cutting their daily output by about 
2 million barrels, and with the other mem¬ 
bers scaling their prices from a maximum 
of $41 a barrel to about the same level. 
But the patched-up formula finally fell 
apart. Presumably Sheik Yamani deemed 
it expedient to buy more time. In any 
case, he stuck to his gun and left it to the 
market forces to push the prices down to 
whatever his country deems to be the ap¬ 
propriate level. 

How far can one take the Saudi objec¬ 
tives as presented by Sheik Yamani at 
their face value ? Probably to a large 
extent, though they certainly need to be 
qualified in important respects. It strains 
credulity to accept the Yamani thesis that 
his country engineered the glut in the in¬ 
terest of the international community. The 
room for altruism in international com¬ 
merce, it is needless to say, is next to nil; 
it is trotted out only when it promotes^ 
or is at least compatible with, what i$ 
perceived as national self-interest. The 
Saudi case is no exception. Their present 
policy, as best one can guess, is dictated 
by half-a-dozen intcnelatcd motives. 

Maximising Income 

Foremost among them is maximising in¬ 
come. They need the huge oil revenue 
to finance their multi-billion dollar deve¬ 
lopment plan, including some grandiose 
projects that are under way, to maintain 
the extravagant lifestyle of the “royal 
family” comprising 400 princes, and to 
satisfy xhz acquisitive instinct of the 
sheiks and princes who are not immunO 
from the kind of avarice that assailed (he 
late Shah of Iran. According to the first 
National Bank of Chicago, the Saudis 
gain $34 millK n a day by overproducing 
and underpricing their oil. Their gross 
revenue amounts to over $350 million per 
day. Much of this comes at the expense' 
of the other OPEC members who watd^ 
in helpless resentment, the expandhtll 
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Saudi revenues at a time when their own 
are shrinking steadily. 

Protecting their long-term interest is 
unquestionably anothet prime objective 
with the Saudis. This underlies the repeat¬ 
ed concern they have voiced against ra¬ 
pidly rising oil prices. They are worried 
that exorbitant prices might induce the 
buyers to switch to alternative energy re¬ 
sources, especially coal and atomic 
energy, long before the kingdom's rich 
oilfields, with 170 billion barrels of proved 
reserves, begin to run dry. To protect 
their market has been, and continues to 
be, an overriding concern with them. They 
realised, at least in hindsight, that last 
year’s price hikes went too far, and helped 
cut into the demand for oil while acce¬ 
lerating the development of alternative 
fuels. This is the real secret behind their 
policy of price moderation. With a slight 
overproduction and the resultant glut they 
arc forcing down the price to a level they 
consider safe from their long-tcim angle. 

This underscores a conflict of interest 
between Saudi Arabia and the other 
OPEC members who have far less oil and 
would like to push up prices much more 
rapidly to maximise their incomes here 
and now. ‘‘If 1 were Algerian'’, said 
Sheik Yamani this spring, ‘ J would cer¬ 
tainly wish the price of oil to reach $100 
this very day”. 

Protecting Investment 

A third motive is to protect the huge 
investments, estimated at $200 billion, 
the Saudis have made in Western econo¬ 
mies. An oil price policy that hurts these 
economies will also hurl their investments. 
Incidentally, the oil glut has pushed down 
the stocks of leading oil companies 
(Exxon, Gulf, Mobil, Texaco and others) 
to bargain levels, some 30 to 40 per cent 
below the high they reached last fall. It 
would be no surprise if the astute Saudis 
invest a sizable part of their surplus oil 
revenues in the depressed stocks of 
America's leading oil companies. That 
would be smart bu&iness indeed ! 

In addition, the Saudis, fearful of 
hostility of other countries in the region, 
are anxious to procure sophisticated 
military weapons from the United States, 
in particular AWACS (airborne watch 
. and control system). The Reagan admini- 
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stration has approved of the AWACS sale 
in principle, but it is hotly contested in 
Congress and opposed tooth and nail by 
Israel. The Saudis have therefore an addi¬ 
tional reason at this stage to maintain a 
“good guy” image by being “reasonable” 
about the supply and pricing of oil. 

The overall objective of the Saudis is to 
get a tight grip on OPEC so that it can 
mould its price and production policy 
more effectively to suit its own long-term 
interests. The plan it has alread> worked 
out and would like to put into effect at 
the earliest opportunity would tie oil 
prices to three main factors: the rale of 
inflation, currency fluctuation, and the 
rate of economic growth in the industrial 
countries. 

Bleak Prospects 

This rather complicated indexing for¬ 
mula could result in an inflation-adjusted 
increase in oil prices of 2 to 3 per 
cent a year. This means that, even if 
the rate of inflation drops to 5 per cent, 
the crude price in current dollars could 
double in eight to 10 years. Clearly, even 
under a Saudi-dominated OPEC, the 
prospects on the oil front would be far 
from rosy. 

The oversupply of oil now flooding the 
world market offers, according to some, 
an ideal opportunity to “break OPEC”, 
especially by playing off the cartel mem¬ 
bers against one another. A frequently 
made suggestion is that the USA, as by 
far the largest consumer of oil, could 
invite sealed tenders from individual pro¬ 
ducers, thereby forcing them to compete 
among themselves in terms of the prices 
offered and the quantities produced. How¬ 
ever, others have warned that such an 
attempt might backfire and have the oppo¬ 
site effect—it could impel the members to 
close ranks and the major producers, 
above all Saudi Arabia, to slash 
production. 

This fear has been expressed, by 
ness Week (June 22). It urges that the 
best course for the USA would be to 
make sure that consumption does not 
take a jump in response to a small drop 
in price, thereby wiping off the surplus. 
It therefore favours the imposition of a 
tariff that would keep up the cost to con¬ 
sumers and thereby hold down the demand 
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OPEC Member Countries 1980 Out|Nit 
(in millions of barrels a day) 


Algeria 

1.00 

Ecquador 

0.21 

Gabon 

0.16 

Indonesia 

1.62 

Iran 

1.36 

Iraq 

0.45 

Kuwait 

1.52 

Libya 

1.68 

Nigeria 

2.03 

Qatar 

0.45 

Saudi Arabia 

10.00 

U.A.E. 

1.71 

Venezuela 

2.33 


Note: a majority of OPEC members, but 
not Saudi Arabia, agreed to cut produc- ’ 
tion by at least 10 per cent. 


Source ; Central Intcllcgencc Agency 

even when the world prices decline. This 
would of course mean forcgoihg the 
benetit of a drop in the rate of inflation 
derived from lower oil prices. But it 
would stabilise the demand for oil and 
also bring extra reveuucs that could be 
used to provide relief to desciving 
parties. To put extra pressure on OPEC, 
the paper suggests that imports from 
non-OPEC sources (Mexico, Canada, 
North Sea in particular) could be stepped 
up through appropriate negotiation. 

The idea of a stiff tariff on oil imports 
is of course not new. Had it been 
imposed in time, it would have boosted 
domestic prices, dampened consumption, 
and thereby would have averted a great 
deal of disruption, both at home and 
abroad. It may also be recalled that 
last year the independent presidential 
candidate, John B. Anderson, bad made 
it the main plank of his platform—he 
campaigned vigorously for imposing a 
50-cent tax per gallon of gasoline and 
for rebating the proceeds to the consu¬ 
mers. 

Senator Gary Hart a Colorado Demo¬ 
crat, has revived a plan that made no 
headway in Congress last year and wants 
a tariff of $10 a barrel to be imposed on 
imported oil. To cite one more example, 
Anthony M. Solomon, President of the * 
Federal Reserve Bank of New York, 
expressed a similar view some time ago 
even more strongly ; “Instead of paying 
increasing taxes to OPEC, which merely 



proves to them that we are addicted to 
their oii and will therefore pay even 
^ more heavily for it, we can pay taxes to 
overselves and recycle the proceeds 
domestically.*' 

The logic is impregnable, but &o far it 
has cut no ice with the policymakers. 
Senator Hart attributes this to public 
inertia. To overcome it the nation, he 
believes, needs a crisis. 

Here lies the astuteness of the Saudis 
who wants to stop short of creating 
such a crisis—in the USA and the 
industrial countries. This is the logic 
behind the long-term strategy for unifying 
the crude price around S32-34 a barrel 
^ ad then indexing it to inflation, currency 
fluctuations and economic growth. It is 
significant that in spite of all the discord 
among the OPFC members, this indexing 
formula received unanimous support from 
them,* at least in principle, at the end 
of their last Geneva session. 

In the inteivening thiee weeks crude 
prices have tumbled in rapid succession 
and aie now pretty close to the Saudi 
target. The Long-Term Strategy Com¬ 
mittee, which is the brain child of Sheik 
Yamani and is charged with designing 
a blueprint for the future will appa¬ 
rently try to produce a long-term plan on 
^ both pricing and output Arab reaction 
to the Israeli raid on Iraq’s nuclear 
reactor may well have hastened Sheik 
Yamani’s move. It seems a good bet 
that before long OPFC will emerge with 
a compromise formula akin to what it 
was so close to achieving in Geneva, 
maybe reinforced with a kind of plan 
Sheik Yamani has been yearning for so 
long. 

No Breakup 

To sum up OPEC in not likely to crack 
from within nor will it be easy to hasten 
its breakup. The Saudis, beyond any 
doubt are determined to have a strong 
but orderly OPEC - without the wild 
price movements its members have 
indulged in hitherto. They want this not 
out of any sense of altruism, but in pur- 
^ suit of the hallowed principle of plucking 
the goose with a minimum of quacking. 
In this they may well be successful, at 
least in the short run. 

The ultimate stability of OPEC will 
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binge on the internal stability of Saudi 
Arabia which, with 40 per cent of the 
cartel’s output, has more than ever 
become its linchpin. But can this 
medieval Islamic kingdom, with its 
massive inflow of petrodollars and caught 
in the dynamics of modernism, grow 
peacefully in the volatile Middle East 
with its explosive potential ? And can it 
steer clear of the kind of convulsions 
that tore neighbouring Iran apart until, 
ironically, it collapsed under the vciy 
crush of its own oil wealth ? These are 
large questions that overhang OPFC's 
future. It would be lash to answer them 
one way or the othci. 


USSR in the World 
Fuel Market 


Tin USSR which accounts foi 20 per 
cent of the world industrial output 
possesses the most powerful fuel-and- 
energy and raw-material complex among 
the industnalisLd nations. This allows 
it to base the development of its economy 
exclusively and fully on its own resouices, 
which It also supplies to the world maiket. 

The mam buyei s of Soviet oil, various 
oies, timbci and other commodities are 
the member-Stales of the Council foi 
Mutual Economic Assistance (CMEA). 
Soviet oil and gas deliveries help the 
CMEA members meet 80 per cent ol ihcir 
demand for hydiocarbons. In the peiiod 
between 1976-80 the overall volume of 
Soviet dehvei ic^ to CMEA States amount¬ 
ed to about 800 million tonnes of conven¬ 
tional fuel, which IS nearly 1.5 times 
more than in the previous five years. 

In 1981-8S Soviet fuel expoits to 
CMEA States will grow by 20 per cent. 
Taking into uctount the requirements of 
its partners, th: USSR will supply about 
400 million tons of oil to them over the 
next five years It is also to supply them 
with large quantities of iron ore, cotton, 
timber and olhci commodities. 

Within the CMEA framework there 
are good oppoitunitics for taking into 
account the needs of individual paitners 
in the best wa> Although the prices of 
many commodities in CMEA mcmbcis’ 
trade are based on the world standard, 


they arc free of profiteering and supply- 
and-demand overtones. The price of 
oil inside CMEA is determined on the 
basis of the average world prices over 
the five yeais preceding delivery. What 
IS more, the price remains unchanged for 
a year. 

Concessional Price 

The concessional price of Soviet oil, 
which is 40 pel cent and even more 
lower than the world prices, allows 
East European countries save billions 
upon billions of dollars. For example, 
these days the USSR is selling oil, gas, 
cotton, timbci and many olhei commodi¬ 
ties to Poland at pi ices 1 5 to two times 
lower than those on the world market. 
This IS a case of Soviet help to Poland, 
whose economy is living through hard 
times. 

The USSR also supplies sizable quanti* 
tics ot fuel and raw mateiial to West 
1 uropcan eounlncs Jt has been calcu¬ 
lated that these deliveries—natural gas, 
oil. nuclear plant fuel, timber, various 
ores, etc —as well as Soviet purchases of 
West European goods, provide regular 
employment for ab )ul two billion people. 

On the whole, howevei, the scope of 
economic coopeiation between advanced 
capitalist nations and the USSR docs not 
111 the partners’ potential There arc vast 
oppoitunitics for expanding mutually 
beneficial trade on a long-term basis. 
“T'hepiojccl involving the construction 
of a main gas pipeline. Western Siberia- 
Western bolder of the USSR, Soviet 
Foreign Tiadc Ministci Nikolai Patoli- 
chev savs, “could play a special role 
among the new laige-scale cooperation 
projects.” 

The USSR could potentially play the 
same lolc in supplying West European 
States w ith gas as OPEC now plays in ^ 
supplying them with oil According to 
experts’estimates, it is feasible to raise 
gas provluclion in Western Siberia to 
100.000 million cubic metres a year by 
1990, which is nearly equivalent to one 
billion toils of oil (a thousand cubic 
metres of gas are approximately equiva* 
lent to one ton of oil). ^ 

It is believed by the USSR that 
USA tries to obstruct the further 
lopment of cooperation between ttu 
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USSR and West European countries over 
the entire range of energy problems. Some 
American Sovietologists and, notably, 
M. Kostik, go as far as to say that the 
West Europeans should import American 
coal and convert it into gas. It is not 
mentioned, however, that such a course 
is rather questionable for both engineer¬ 
ing and commercial reasons. Gas, con¬ 
verted from coal under the existing 
technologies is eight to 10 times more 
expensive than natural gas, besides the 
transportation costs ate fairly high. In 
short, this American idea is utopian from 
the economic viewpoint. It is about the 
same as suggesting to the Europeans to 
replenish their fresh-water reserves by 
transporting icebergs from the Antarctic. 

As reported by the Business Week, the 
US administration will shortly announce 
its trade policy towards the USSR. The 
magazine wiites that a high-ranking 
administration otticial openly cills 
Washington’s course “an economic wai” 
against the Soviet Union. 


South Korea : A Case 
for Balanced Growth 


In less than 30 years after the end of the 
tragic war which bioke out on June 25, 
1950 shattering its economy. South Korea 
has achieved marvellous development, 
going much ahead of even the developed 
countries in average annual growth rate. 
Thanks to a determined drive for post-war 
economic rehabilitation and generous 
international aid, Korea was able, despite 
the setbacks of war and cumulative 
inflation, to achieve a semblcncc of 
economic stability and growth in the 
latter half of the 1950s, the growth 
rate was 5.1 per cent pci year. Howevei, 
a major portion of the nation’s economic 
resources went into ichabilitation 
programmes. 

The 1960s were a decade of develop¬ 
ment and expansion After the intro¬ 
duction of the 111 t Five Year Economic 
Development Plan in 196'*, the Korean 
economy outgrew its stagnancy and do ti- 
tulion and began to move in the direction 
of independence. The GNP inci eased from 


$2,124 million in 1961 to $52,284 million 
in 1980, while per capita GNP rose from 
S82 in 1961 to $1,533 in 1980. Projected 
per capita GNP for this year is $1,723. 

The success of the Korean economy 
is attributed to the attention 
given to the development of every 
sector of the economy of the nation. 
The sustained high growth of the Korean 
economy has been led by the remarkable 
development of manufacturing, and 
particulaily heavy and chemical indus- 
tiies. But this was done m a phased 
manner based on the unbalanced growth 
theory Investment priorities were given 
initially to light manufacturing industries 
enjoying comp'irativc advantage in the 
first stage of development, and then a 
giadual movement was made fioni indus¬ 
tries with large import substitution effects 
to heavy and chemical industries In 
particular, expoit oriented industries have 
been emphasised to overcome the limita- 
lation of narrow domestic markets and 
tt) inciease employment thiough the ex¬ 
pansion of labour intensive export 
industries. 

Recent statistics show that Korea’s 
heavy industry has in certain areas 
surpassed even the advanced nations. 
Foi example, its shipbuilding mdustiyis 
the second largest in the woild, next only 
to Japan The recent commissioning of 
a blast furnace at the Pohang Iron and 
Steel Co has made Korea one of the 
major steel pioducers in the world. In 
the face of a worldwide recession, the 
Korean economy has maintained its 
growth rate without much stress 
and stiain With the stability, both 
political and social, already achieved, 
further giowth of the Koican economy 
would be steady and fast. 


Major Tantalite Find 
in Australia 


A S A2000-million deposit of tantalite 
has been discovered at a small Western 
Australian mining town wheie previously 
only small quantities of tin have been 
produced for world markets for nearly a 
century. 

Tantalite is the mineral-bearing ore 


that contains the rare, heatTesistant 
metal tantalum, now in increasing world 
demand for high-technology use, includ¬ 
ing in the computer, telecommunications, "i 
aerospace and automotive electronics 
industries. 

The company, Greenbushes Tin NL, 
takes Its name from the small town of 
the same name about 200 km south of 
the State capital, Perth. 

Tantalum can withstand temperatures 
of more than 2900"C (5252°F) and as 
low as-200°C (—328°F), making it 
particularly suitable for use in high- 
temperature, energy-conserving jet engines 
being developed. It was previously only 
a by-product of the company’s tin pro¬ 
duction. 

The demand for tantalum to produce 
alloys used in high-technology industries 
IS expected to increase by about 60 per 
cent in the next five years By then the 
Western Australian company will be 
mining an estimated 25 per cent of the 
world’s total output. 

Refining Proposal 

The newly discovered ore body con¬ 
tains a minimum of about 22 million 
tonnes with .11 percent tin an J .044 
per cent tantalum,—in other words, 
9.5 million kg (21 million lb) of tantalum 
and nearly 24,000 tonnes of tin. Diamond 
drilling has indicated probable further 
ore reserves of nearly 10 million tonnes, 
with a grade of .15 tin and .06 tantalum. 
The pegmatite ore body, which is the 
host rock for both tin and tantalum, has 
been mined by open-cut methods for 
many years. Now, a decline shaft has 
been sunk to develop the new under¬ 
ground deposits. The extraction of 
development ore has already started and 
full underground production is scheduled 
for 1983. The output of tantalum from 
the mine, together with the production of 
the metal from tailings through a new 
$A1.S million retreatment plant already 
in operation, is expected to reach about 
364,000 kg (800,800 Jb) by the inid-1980s." 
At present tantalum is exported in con¬ 
centrate form as a powder and refined by 
overseas customers, but the Greenbushes 
company will be refining about half hs 
own production in two years* time wUh 
a treatment plant now being built. 
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Point of View 


Improving Corporate Profits Navin Chandra Joahi 


Th« efflci«ncy of a productive activity is measured in terms of the 
ratio of output to inputs reifuired to produce that output. It Implies 
minimum inventory* fuiler utiiisation of capacity and use of labour 
that is most suited to the tasks to be performed. These ingredients 
go into the maximisation of profits. Government and private sector 
should look upon each other as partners and create an environment in 
which improved profitability becomes the concern of all parties 
involved in corporate enterprise. 


Profits, it is wdl-koown. are the diffe¬ 
rence between total receipts and total 
costs. In given costs, increased receipts 
or in given receipts, decreased costs would 
increase profits. As such, it is easy to 
increase profits by raising prices as 
receipts (as also costs) are nothing but 
pricey times quantities. This way of im¬ 
proving profits is, however, the most 
undesirable way for several reasons. 

For example, high profits resultant to 
high prices will conceal the inefficiency of 
the enterprise. It will make management 
slothful It will inculcate an attitude of not 
utilising the resources for the maximum 
benefit of the enterprise. And this is 
inimical to improved efficiency. It is to 
be noted that one who pays for this 
inefficiency is neither management nor 
labour but the consumer who has to pay 
higher prices for the products manufac¬ 
tured by such enterprises. Likewise, when 
Government is concerned with restraints 
in rise in prices, high profits so secured 
may invite controls. And, in the long 
run, private sector gets discredited even 
amongst the public. 

Improved profitability secured through 
manufacture of p)or quality products or 
less durable products too fall in the same 
category. After all, inferior or less durable 
products sold at the same prices as that 
of superior or more durable products can 
be classed only as high priced ones. The 
question of improving the profitability is 
therefore better approached from the 
other angle viz., of cost reduction and 
improvement in the product. In tl^is way, 
it is not merely the manufacturer who 
benefits through increased profitability, 
the consumer also benefits when the 
^rice is reduced or the quality of the pro¬ 


duct is improved through, (a) better effi¬ 
ciency of products by better utilisation of 
available resources, and (b) required re¬ 
search and development efforts to improve 
quality and icducc materials consump¬ 
tion and by developing better piocesses 
and methods of production. 

Industry has therefore to pay consi¬ 
derable attention to improving the 
quality of the product and reducing the 
cost through appropriate research and 
development effort. This needs uigent 
attention of all concerned—particulaily 
management. With quality and reduced 
cost, more real resources are released 
for production elsewhere. If we carry on 
continuously such a process of improve¬ 
ment, we will suiely and firmly be on the 
path of economic progress. Cost of pro¬ 
duction or product improvement approach 
to higher profitability thus combines 
public interest with private profit. 

Productive Activity 

The efficiency of a productive activity 
may be measured in terms of the ratio of 
output produced to the inputs required to 
produce this output. The higher the 
ratio, the more efficient the production. 
There arc a host of problems in comput¬ 
ing this ratio, arising out of multiplicity 
of outputs and inputs, their valuation and 
so on. These may be left to experts. A 
productive activity consists of a number 
of factors like land, labour and capital. 
Entrepreneur or management is the master 
who strives to get the best out of these 
factors. A proper combination of these 
factors is very important particularly 
when capital is scarce and labour is 
abundant. 

Many enterprises keep a high propor* 


tion of inventory or cash. While sucif 
an attitude may have some meaning ia 
times of rising prices, it represents in a 
sense blocking of scarce resources ill 
normal times and therefore it results ill 
higher interest costs and consequently, 
higher prices. Another important kind 
of wastage arises when capacity i$not 
utilised to the full. Foi a capital poet 
country, utilisation less than full capacity 
IS harmful. In advanced countries, capacity 
utilisation is around 90 per cent. Greater 
utilisation of capacities, including multi* 
shift operations, have many advantages. 
Overheads arc spread out, scarce factors 
like fixed capital, imported equipment, 
etc., arc more intensively utilised, and 
risks of obsolescence arc reduced while 
more employment is also provided. 

Improving Profitability 

Another area of improving profitability 
is by cost reduction through employment 
of labour that is most suited for the 
tasks to be performed. It is found that 
generally employees are either over¬ 
trained or under-trained. For example, 
engineering graduates arc employed 
when engineering diploma holders would ' 
do. Sophisticated and expensive equip¬ 
ments arc operated by those who are 
not properly trained for the purpose. ’ 
Tiiere should be a scheme for vocationg- 
Iised training as it will reduce mainte* 
nance and other costs. In fact, it is not 
only the workers who need training, but 
supervisors and engineers also should 
have the facilities of continuing educa* i 
tion so as to perform their duties more 
efficiently. 

Solutions to problems of labour 
abundance and capital scarcity should 
be found in R & D efforts. In any 
case, the greatest responsibility for, 
cost reduction and improved profitability i 
lies with the management. The carrot ^ 
and stick policy of the Government may 
help sometimes in initiating and acoeie- 
rating action in this direction. For 



example greater utilisation of fixed 
capital through multi-shift operations 
should be suitably rcwaided and less 
Utilisation penalised. Similarly, high 
levies may be imposed on less appropriate 
technologies and subsidies and incentives 
given to more appropriate ones. It is 
true that Government action will also 


help io promote profitability of private 
and public sectors. 

Government and private sector should 
continue to look upon each other as 
partners in promoting the larger good 
of the society. Similarly, management 
must not look upon the enterprise as 
something to be exploited for private 


ends only, disregarding the interests of 
investors and society as a whole. It 
must create an environment in which' ^ 
improved profitability becomes concern of 
all the parties involved in the corporate 
enterprise. The concept of adequate 
profits must also be recognised as basic 
and non-controversial. 


Bank Credit and Rural Development 

Gurbachan Singh & Ashok Kumar 


With tha introduction of advancod tochnology to Indian agriculturo, 
tho capital roquiromonto of tho farmers havo Incroatod manifold, 
which till lately wore supplied by village cooperatives. The 
entry of commercial banks in the field of rural finance has added 
another dimension to rural financing. The authors, who are associated 
with PAU, Ludhiana, have tried to assess ths impact of financing by a 
branch of a commercial bank on the economic development of 
Mangat and SIdwan—Bet blocks in Ludhiana district. 


The process of development increases 
the efficiency of all national resources 
to achieve a sustained increase in total 
and per capita production. In fact, 
development is a continuous process 
and no countiy can regard itself as having 
reached the peak of development. 
In a country like India, where more than 
80 per cent of population resides in 
villages, rural development would be 
an index of national development. At 
present, majority of the rural masses arc 
living below the subsistence level. Thus, 

: the objective of planned economic deve- 
; lopment, keeping in view the current 
I problems of rural India, would be to 
' raise the average standard of living of 
' all people in general and that of the rural 
j masses in particular. 

A number of factors known to affect 
I the development of rural areas, especially 
) agriculture arc technological- quality 
\ seeds, irrigation, mechanical power, 
’ quality of equipment used, etc physical, 
I psychological, biological, socio-occrnomic 
and institutional factors such as land 
tenure, cooperation, transportation, 
literacy of people and credit availability. 
However, technological and socio-eco¬ 
nomic factors are of utmost importance 
in the process of rural development. 

Technological transformation from 
traditional level of technology to im- 
. proved level of technology has led to 
j more capital intensive agriculture. In 
f traditional rural economy, capital plays 


relatively less important role. Inputs 
and raw materials are by and large self 
produced and rarely purchased. Under 
these set of circumstances there is under¬ 
utilisation of land and other material 
resources and man-power. Productivity 
of factors is very low and economy is 
stagnant resulting in a vicious cycle to 
increasing poverty on account of low 
investment and low productivity. 

The transformation of technology from 
traditional level to improved level has 
resulted in the use of non-farm resources 
like chemical fertilizers, insecticides, im¬ 
proved varieties of seeds, assured irri¬ 
gation, etc., which obviously involve 
more cash inputs. Most of these pro¬ 
duction-increasing inputs have to be 
supplied from outside the traditional 
village economy. Thus, the capital re 
quiren^ent of modern agriculture has 
increased manifold. Provision of credit 
and ensuring its productive use is one 
way by which our underdeveloped villages 
can be improved. 

Till recently cooperative credit structure 
was the main source of institutional 
finance in village India. But, the opera¬ 
tional drawbacks of the system and its 
low coverage have hampered the ex¬ 
peditious removal of rural poverty. The 
structure lacked integration of resources 
and efforts required to provide a package 
of credit to the rural families. It was 
under these circumstances that the major 
conunercial banks, after their nationali¬ 


sation in 1969, were inducted into the 
field of rural finance. 

The commercial banks have entered ' 
the rural sector through opening their 
branches in the villages to serve the 
needy people right at their door steps. 
However, experience has shown that all 
the rural bank branches have not met 
with equal level of success. Some of 
them arc still fighting for their survival, 
while others have done a commendable 
job. One such branch of Bank of India 
was opened in village Hambran, district 
Ludhiana, Punjab in December 1975. 
It is believed that it is one of the success¬ 
ful newly opened branches. The present 
article is aimed at seeing how far this 
bank branch has been able to improve 
the economic condition of the parti¬ 
cipants involved in the bank credit prog¬ 
ramme. 

Methodology 

Impact of credit on the economic 
development can be measured in different 
ways. One way to measure it is to 
compare the situation before and after 
the establishment of the financial in¬ 
stitution. But the use of this method 
is handicapped as the information per¬ 
taining to the period prior to the incep¬ 
tion of the institution is not generally 
available and one has to rely upon the 
memories of the respondents. Second, 
it can be measured by comparing the 
two contrasting situations; one in which^ 
cAdit has been introduced and the other 
in which no such credit is in use. How¬ 
ever, in the present stage of development, 
especially in a State like Punjab, suCh 
situation can harcUy be found. Yet 
another way to study the impact is to 



' com|>ai'e the economic conditions ol* 
borrowers and non-borrowers of the 
same area. But again, in reality, it is 
V difficult to locate the real non-borrowers. 
Thus, in view of the relative advantages 
and limitations of those methods and 
objective of the study, the first technique 
was preferred over the others. 

Selection of the Area and Respondents: 
Mangat and Sidwan-Bet Blocks in district 
Ludhiana were purposivcly selected be¬ 
cause these two blocks fell under the 
operational area of the branch of Bank of 
India at village Hambran. 

A complete list of farm beneficiaries 
was obtained from bank branch office 
^ ilong with their initial year of transact¬ 
ing business with the bank. These far¬ 
mers were stratified into three groups on 
the basis of the length of their business 
dealings with the bank as under: 

1. Farmers with four years’ participation 
(1975-76 to 1978-79) 

- Category I 

2. Farmers with three years* participation 
(1976-77 to 1978-79) 

Category IJ 

3. Farmers with two years’ participation 
(1977-78 to 1978-79) 

~ Category III 

4 


In all 70 farmer beneficiaries were 
selected for the study: 


Category 

Population 

size 

Sample 

size 

1 

150 

30 

II 

100 

20 

III 

100 

20 

Total 

350 

70 


Data were collected for two time- 
periods i.c. 1974-75, the year before the 
opening of bank branch and 1978-79, 
through the personal interview method. 

It was hypothesised that economic 
conditions of the farmer beneficiaries 
has improved over time, i.e., after the 
involvement of the commercial bank, 
through their participation in borrowing 
actvities from the branch bank. 1 armers 
with longer participation, were supposed 
to be better placed. The change in 
economic condition of the farmer bene¬ 
ficiaries has been discussed with regard 
to land utilisation pattern, cropping 
pattern, productivity of crops, labour 
employment, prr acre gross farm in¬ 
come, per capita gross income, etc. 

Table I presents the land use pattern 
Tablc I 


ot beneficiary farmers. A perusal of 
this table gives an insight into the pace 
of development which has been hastened 
through the man-made efforts after the 
inception of the bank branch in the 
area under study. There was no statis¬ 
tically significant change in the total 
area, total cultivated area and culturable 
waste among all the categories of farmer 
beneficiaries over time. However, the 
study of Table I reveals that the total 
cropped area, cropping intensity and 
total irrigated area recorded an increase 
of 23.59 per cent, 18.96 per cent and 
83.77 per cent, respectively, over time 
in case of first category, an increase of 
21.27 per cent, 14.76 per cent and 75.83 
per cent, respectively, in case of second 
category and an increase of I4.5i per 
cent, 10.90 j)er cent and 34.58 per cent, 
respectively, m case of third category of 
beneficiaries. 

These positive changes m total cropped 
area, cropping intensity and total 
irrigated area were satistically signifi¬ 
cant. This increase in total cropped 
area, cropping intensity and total irri¬ 
gated area had been brought about 
through the installation of tubcwells and 
pumping sets. The establishment of the 
bank branch helped to activate the latent 
potential of irrigation through the avail- 


Chai^e in Land Utilization Pattern of Sample Farmers Over Time, 1974-75 through 1978-79 


Item 


Category 1 


Category IJ 


C'alegoiy III 



1974-75 

1978-79 

%ag8 

change 

1974-75 

1978-79 

Joilge 

change 

1974-75 

1978-79 

%age 

change 

Total area (Acres) 

403.00 

406.00 

0 74(if 

295.00 

308.00 

4.41 

250.00 

252.00 

0.40 

Total cultivated area (Acres) 

390.50 

404.00 

:..46 

282.00 

298.00 

5.67 

243.50 

2.S2.C0 

14.51* 1 

Total cropped area (Acres) 

629.50 

778.00 

23.59* 

456.00 

553.00 

21.27* 

4I0.C0 

469.50 

Cropping intensity (%) 

161.40 

182.00 

18.96* 

161.70 

185.50 

14.76* 

I68.C.0 

186.31 

10.90* 

Total irrigated area (Acres) 
Percentage of irrigated area 

191.00 

351.00 

83.77* 

120.00 

211.00 

75.83* 

147.C0 

198.50 

34.58* 

to cultivated area (%) 

48.97 

86.80 

88.11 

42.55 

70.81 

66.42* 

60.57 

78.77 

30.05 

Culturable waste (Acres) 

13.50 

2.00 

—85.09 

13.C0 

10.00 

-23.CO 

6.50 

0,00 

—100.00 , 


• Indicates that the difference in the value of the variable over the base year is significant at 5 per cent level. 
@ All the figures indicate + sign unless otherwise mentioned. 
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L diiiiity ot credit facilities to the farmers 
f jkt their door steps. Due to the lack of 
^ irrigation facilities cropped area was 
^ ocmsiderably low during the base year. 
^ The increase in irrigated area led to an 
i increase in total cropped area and crop- 
\ ping intensity The availability of the 
I * ioatce source 1 1 ko ass ured i rrigation 
water enabled the farmers to apply the 
reconunended package of unproved pro- 
duotion technology. 

Cropping Pattern : The cropping pattern, 
followed on the sample farms is pre¬ 


sented in Table II. With the availability 
to farm credit and consequent increase 
in irrigation facilities, the area under 
high-yielding varieties (HYVs) increased 
significantly. For all sample farms of 
all categories, shifts in cropping pattern 
are very pronounced in favour of 
paddy and wheat. The acreage under 
paddy increased by 221.90, 175 and 122 
per cent and under wheal by 45.61, 
37,50 and 32.89 per cent through time 
for the first, second and third categories, 
respectively. This trend is self indicative 


of the shift in cropping pattern in favour 
of HYVs because these are the two crops 
where lot of varietal improvements have 
been made during the past about two 
decades. The area under maize recorded 
a fall of 40.30, 12.7 and J9 per cent and 
that under groundnut recorded a fall 
of 33.50, 25 and 12.40 per cent for the 
first, second and third categories, res¬ 
pectively. Crops like cotton, barley, 
gram and oilseeds which did not 
occupy an important place in the 
cropping pattern before the introduction 


Table II 

Changes in Croppi% Pattern of the Sample Farmers (Acres), 1974-75 through 1978-79 


‘ Crops Category I Category 11 Category 111 



1974-75 

1978-79 

/cage 

change 

J974-75 

1978-79 

%age 

change 

1974-75 

1978-79 

%age 

change 

Kbarif 

Paddy 

61.50 

198 00 

221.90»@ 

40.00 

110.00 

175.00* 

36.C0 

80.00 

122.00* 

Maize 

88 00 

52.50 

- 40.0C* 

63.00 

55.00 

12.70* 

83(0 

68.00 

- 19.00* 

Groundnut 

147,50 

98 00 

-33 50* 

104.00 

78 00 

-25.C0* 

76.50 

67.00 

- 12.40* 

Cotton 

7.00 

3.C0 

—57.10 

10.00 

2.00 

—80.00 

5.00 

I.OO 

-80.00 

i Arhar 

— 

600 

— 

2.00 

9.00 

— 

- 

300 

— 

1, Others 

29.00 

34 50 

18.97 

20.00 

24.00 

20.00 

17.50 

23.00 

31.40 

1 Sabi 

‘ Wheat 

239.00 

348.00 

45 61* 

176.00 

242.00 

37.50* 

152.00 

202.00 

32.89* 

Barley 

1300 

1.00 

- 92.31 

8.00 

2.00 

- 75.00 

6.00 

1.00 

- 83.33 

Gram 

3.00 

— 

--100.00 

3.00 

3.00 

0.00 

4.00 

1.00 

-75.00 

Oilseeds 

12.00 

3.00 

- 75.00 

10.00 

2.00 

- 75.00 

8.00 

200 

—75.00 

Others 

29.50 

34.00 

15.25 

20.50 

26.00 

26.80 

21.50 

21.50 

0.00 


♦Indicates that the difference m the value of the vaiiable over the base year is significant at 5 per cent level. 
@A1I the figures in the column (fiage change) indicate -f sign unless otherwise mentioned. 


Table III 

I 

Changes in the Average Yields of Major Crops of Sample Farmers (Quintal/Acre), 1974-75 through 1978-79 
! paddy Maize Groundnut Wheat 

I Categories 1974 75 1978-79 %age 1974-75 1978-79 %age 1974-75 1978-79 yjagt 1974-75 J978-79 %agc 

change change change change 


1 Category I 

17.50 

24.96 

42.60*@ 

4.23 

5.80 

37.10* 

7.07 

4.60 - 

-34.40* 

8.80 

13.10 

48.80* 

L Category 11 

16.50 

23.20 

40.60* 

3.67 

4.80 

30.00* 

6.45 

4.80 • 

-25.50* 


12.75 

40.88* 

Category 111 

17.23 

23.10 

34.00* 

3.90 

4.47 

14.10* 

6.47 

4.50 ■ 

-30.40* 

8.75 

11.92 

36.22* 

r Average 

17.08 

23.75 

39.05* 

3.93 

5.02 

27.74* 

6.66 

4.63 - 

-30.48* 

8.87 

12.59 

41.94* 




* Indicates that the diHcrcnces m the value of the variable over the base year is significant at 5 per cent level. 
@ All the figures m the column (%age change) indicate +sign unless otherwise Jaentioned. 
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of the bank branch, have also shown a 
declining trend due to their poor econo- 
^mic profitability. 

Changes in Productivity Levels : Another 
indication of impact of bank credit is 
the changes in the productivity levels of 
various crops. The study of Table III 
shows that changes in yield of paddy 
per acre over the base period were 42.60, 
40.60 and 34 per cent, respectively, for 
the first, second and third categories. 
The wheat yield recorded an increase of 
48.80, 40.88 and 36.22 per cent, res¬ 
pectively, on the first, second and third 
categories of farms. Although the area 
under maixe recorded a fall over time 
^iii case of all categories of farms, how¬ 
ever, average yield per acre showed an 
increase of 37.1, 30 and 14.1 per cent 
respectively on first, second and third 
categories of farms. The perusal of 
Table III further shows that the average 
yield oT groundnut showed a satistically 
significant decline on all categories of 
farms. 

Labour Employment : I abour employ¬ 
ment on the farm was taken as another 
measure of the impact of the bank credit. 
Though labour employment in itself has 
no direct relationship with bank credit, 
yet it is the resultant effect of other im- 
. 44 >roved practices facilitated by (he bank 
credit. The extent of employment of 
labour on farms mainly depends upon 
the cropping intensity, degree of adoption 


of modern technology, cropping pattern 
and the extent of availability of irrigation 
facilities. Table IV presents eiriployment 
of labour hours per acre of cropped area 
before and after the introduction of 
bank credit. 

(a) Family Labour: The pcru’^al of 
Tabic IV reveals that the number of 
family laboui hours used per cropped 
acre have changed significantly in all 
the categories, although the change in 
case of second category is negative. It 
indicates under-cmploymcnt of family 
labour bcfoie the establishment of the 
bank branch. 

(h) Permanent I abour: Table IV further 
indicates that on the farms of the first 
category the employment of permanent 
labour increased from 84 hours per 
cropped atic m 1974-75 to 132 hours 
per cropped aeie m 1978-79 and this 
increase was ^7 per cent over time and 
was staisiicall> significant. In case of 
second and ihnd categories the increase 
in permanent labour use was 37 and 91 
per cent, respectively. 

(r) Casual I afunti : Table IV also shows 
an impressive nuieascin the employment 
of casual laboui per cropped acre. The 
employment per cropped acre increased 
by 91,58 and per cent respectively 
for first, second and third categories of 
farmers. 'I he apparent increase in 
employnient of casual labour over lime 
is due to the changed cropping pattern 


in favour of crops like paddy and wheat 
which need heavy labour inputs at 
transplanting and harvesting periods. 

Per Acre Gross Fami Income: Impact 
of bank credit on productivity of per unit 
of area is presented in Table V. It 
reveals that gross farm income per acre 
showed an increasing trend in all the 
three categories t>f sample famxers. It 
increased by 56, 49 and 40 per cent, 
respectively, on the first, second and third 
categories of farms. On the basis of 
above discussion, il may be concluded 
that I he bank credit did help in increas¬ 
ing the productivity per unit of area. 

Per Capita Gwss Income: Per capita 
gross income indicates ihe economic 
and social conditions of a person. It is 
affected by the total earnings of family. 
Income from ofi-farm sources was pool¬ 
ed with gross farm income to arrive at 
the gross family imomc. Tabic VI 
indicates that per capita gross incomo 
increased significantly in case of all the 
categories. It increased by 62.03, 43.98 
and 34.56 per cent respectively for the 
first, second and third categories. 

The above discussu-n indicates that i 
changes in land use pattern and ertipping J 
pattern in the dcsiicd direction were 
withheld for want of crucial input of 
credit. 1 armors could iK)t exploit the 
already existing resources and technology 
to the maximum due to llicir capital 
intensive value before the introduction 


Tahm IV 

Chaises ia Labour Employment (Hours) Per Cropped Acre, 1974-75 through 1978-79 


Categories 


Family Labour 


Permanent Labour 


Casual J abour 



1974-75 

1978-79 

change 

1974-75 

I97K-79 %age 
change 

1974-75 

1978-79 

Tcage 

change ^ 

I 

159 

169 

6.27* <'< 

84 

132 

57.00* 

37 

71 

90.11 

11 

198 

197 

- 0.50* 

62 

85 

37.00>^ 

48 

76 

58.00 

< III 

175 

185 

5.70» 

36 

69 

91.00* 

.^9 

80 

35.00* 

5 


* Indicates that the difference in the value of the variable over the base year is significant at 5 per cent level. 
@ All the figures under the column (%age change) indicate + sign unless otherwise mentioned. 
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of credit facilities offered by the bank 
branch at village Hanibran farmers 
were enabled to use the package of 
recommended pntctitcs under assured 
irrigation and thus achieved a landmark 
ID the produttiviiy ol different crops and 
labour input which m turn raised their 
income 

One of the major limitations of the 


study was the non-availability of farm 
records with the cultivators The data 
for the study were, therefore, obtained 
through personal interviews with the 
cultisators Due to non-availability of 
reliable detailed mlormalum on faim 
expenses, especially in the base year the 
net farm income could not be woikcd out 
and hence gross farm income was used 


for the analysis. Thus, although every 
effort was made to get as accurate in¬ 
formation as possible, yet the possibility 
of farmers giving biased information 
could not be ruled out completly be¬ 
cause generally the human memory 
fades out as we go back into the distant 
past 


Tabu V 

f hanges in Gross Farm Income Per Acre of Cultivated Area of the Sample Farms, 1974-75 through 1978-79 


1974-75 1978 79 %age change 

- ------ --- in per acre 


Categories 

Total 

cultivated area 
(acres) 

Ciross farm 
income 
(Rs) 

Per acre gross 
faim incimc 
(Rsl 

Total 

cultivated *11 ca 
(Acres) 

Gross farm 

IIICO] c 

(Rs) 

Per acre gross 
larm income 
(Rs) 

gross farm 
income 

1 

390 40 

499081 

127« 

404 50 

810213 

2003»-‘ 

1 

' 

1 

1 

1 

11 

282 (K) 

375(K)0 

132') 

298 00 

‘592424 

1988* 

49 

111 

243 50 

321893 

1321 

252 (U) 

466956 

1853 

40 


♦ Indicates that the difference m the value of the variable over the base year is significanl at 5 per cent level 
(r/) Ail Ihe figures under column (%age change) indicated + sign unless nf otherwise mentioned 

Tabli VI 

C hanges m Per C apita Gross Income of the Sample Farms Over Time, 1974-75 through 1978 79 


Ilcm Category I Categoryll Category III 

(N-30) (N=20) (N = 20) 



1974-75 

1978-79 

change 

1974-75 

1978-79 

change 

1974-75 

1978-79 

%agc 

change 

Total gross income (Rs) 

518880 

876000 

68 83(rf 

381775 

566566 

47 63 

340490 

490100 

43 94 

Average family si/c 

8 

8 33 

4 13 

8 75 

9 10 

4 00 

79 

8 45 

6 96 

Per capita gross income (Rs) 

2162 

3503 

62 03* 

2193 

3137 

43 98* 

2155 

2900 

34 56* 


i 


% 


* Indic.itcs tnat the diflercntc m the value of the variable over the base year is significant at 5 per cent level. 
All the figures m the column ("„age change) indicate + sign unless otherwise mentioned 
N Indicates total number of sample farms in a particular category 
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Pp 284; Rs 80- 

Principlcs and Practice of Public Enterprise Management : Laxmi Narain; S. Chand 
and Co. Ltd., New Delhi; Pp 515; Price Rs 18. 

Managing a Business in India : T. Thomas; Allied Publishers Pvt. Ltd; Pp 252; 
Price Rs 50. 

Financial Control in a Welfare State : B. B. Lai; Publications Division, Govern¬ 
ment of India; Pp 324; Price Rs 45. 

The Money Game ; Ram K. Piparaiya; IBH Publishing Company, Bombay; 
Pp239; Price Rs 50. 

Reviewed by Academicus 


THE Post-Nexirl' era is characterised by 
intellectual vacuity. There is at present 
no ligure on the political scene of India, 
right from the central level to that of the 
panchayat, who is known for his high 
level of intellectual attainment, vision and 
sound principles. There appears to be 
mental poverty and moral bankruptcy. 
All this sounds highly incongruous in view 
of nearly four decades of stewardship of 
Jawaharlal Nehru who tried to inculcate 
among Indian people deep attachment to 
the principles of democracy and socialism. 
In the face of this long tutelage, how is it 
that Indian leaders and masses appear at 
present to have foresaken the path of 
both democracy and socialism and suc¬ 
cumbed to authoritarianism, easlcisni, 
regionalism, religious tanaticism, liugu- 
ism and such other feudal attitudes and 
practices ? R.C. Dutt has made an at¬ 
tempt in his scholarly book Socialism of 
Jawaharlal Nehru to assess Nehru’s con¬ 
tribution to socialism and reasons of its 
failure to take deep roots in the Indian 
soil. 

Jawaharlal Nehru was one of the ear¬ 
liest socialists in India. Straight from 
Europe, Nehru started talking of socia¬ 
lism in the Madras session of the Indian 
National Congress in 1927. The Karachi 
session of Ihe Congress in J931 adopted 
for the first time a resolution on social 
ownership of key industries. It was at 
his instance that in India socialism got 
entwined with nationalism and became 
part of the ethos of the freedom move¬ 
ment in the country. He was the chair¬ 
man of the national planning committee 
appointed by the Indian National Con- 
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gross in 1938. Though the committee 
soon became defunct, reports prepared 
by the committee bear the imprint of the 
socialist ideas of Nehru. When Jawaharlal 
became the Prime Minister after Indepen¬ 
dence, his thinking on science and scienti¬ 
fic attitude, modernisation, democracy, 
scculaiism and socialism held sway both 
among social and political leaders and 
among masses. From 1956 onwards, 
Nehru made an attempt to introduce and 
establish the socialistic pattern of society 
in the country by measures such as abo- 
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lition of zamindari system, nationalisation 
of heavy and basic industries and provid¬ 
ing expanding scope for the public sector 
through the instrumentality of economic 
planning in which he had deep faith. 

All this is part of history with which 
most of the readers arc familiar. They 
would be more interested in knowing the 
reasons for failure of the country to move 
along democratic and socialist path which 
Nehru had in mind and for which he 
strove throughout his life-time. R.C. 
Dutt appears to have given considerable 
thought to this problem. 

According to the author, the first and 
foremost cause of this failure was “. .the 
decision to have a mixed economy not 
for a transitional period but on a long¬ 
term, if not on a permanent basis.** The 


consequence of this was that the private 
sector which was already well-organised 
and strongly entrenched became the domi¬ 
nant factor. According to him, “The 
techniques of management, the attitude 
and even the social outlook were all pat¬ 
terned on the private sector.*’ Public 
sector came to be so designed as to render 
assistance to the private sector. As 
Gunnar Myrdal has pointed out, the 
policy that public sector should function 
without regard to profit really benefited 
the private sector which got many ser¬ 
vices and commodities at low prices. 

Loose Planning 

Another consequence of a mixed 
economy was that millions of decisions 
regarding production and distribution 
remained practically outside the purview 
of the Planning Commission and the 
Government. The process of planning 
became loose and implementation of 
planning diilicult. Socialist policies 
adopted in certain sectors of the economy 
could be more than neutralised by 
policies and actions in the private 
sector. 

According to the author, another 
reason for the failure was Nehru’s in¬ 
ability to carry State Governments with 
him in implementing socialist reforms 
such as abolition of landlordism. The 
new class of rural bourgeoisie which 
developed in the mixed economy has had 
intimate connections with both bureau¬ 
cracy and Government and the new rich 
saw to it that benefits of all social welfare 
measures meant for the poor masses were 
exploited by them. According to the 
author, Nehru though aware of all this, 
showed lack of will to force the pace of 
socialist reforms because he felt that .it 
would be undemocratic to do so.” Thus 
democracy and socialism appeared to be 
in conflict with each other. According to 
him, “...Parliamentary processes were 
superimposed on a traditionally hierar- - 
chical semi-feudal society, with the result 
that these processes instead of introduc¬ 
ing a measure of equality, tended to or 
were utilised to strengthen the non-egaU- 
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tarian farces '* Democracy played into 
the hands of party plutocracy 

Nehru’s taiiuic to build a stiong and 
dedicated cadre that could hav^ acted 
as “ dynamic technique of social 
change” is pointed out as an(>thci factoi 
responsible lor the failuie to establish 
socialism in the coun(i> 

And lastly, the socialist and cominunist 
parties in the countiv failed to build up 
piessure which could base been used by 
Nehiutopush up socialist rcfoims These 
leftist paitics were lost in scm«mtics oi 
had lovaltics outside the coimtiy or spent 
their cncigics oi irielcvani issues and 
agitations 

lawahailal Nehtu miuhl be said ha\c 
been a lailuic in the >cnsc all idealists 
aie lailuics in the st use Gandhi|i \\as a 
failure He almost single-handed indei 
took a task thal wis gmantic He aimed 
ai destioMiie ieudal \ due-^^'•tem and 
inslijutions thal held swa\ /oi thousmds 
oj yeais o\ei the minds of vast, widely 
scattered, illiterate and pool masses and 
replaced them with scientijic and modern 
value system and institutions \nd above 
all, he tiled to bring about this rev )lution 
by persuasion and thiough iIcnuKratie 
means Nchiu was no Icnin who pro¬ 
claimed that socialism is not for the 
timid But even in this lailurc that is 
magnificent, success of Nchiu lies in this 
that even his dctiactois daie not talk in 
derogatory terms about democracy *md 
socialism 

R C Dull has piodiietd a seholaily 
treatise which appeals to be his labt)ui of 
love He takes Us to 192()s and we tiavcl 
down the lanes of history of last half a 
century, often wone^enng wliy India took 
a particular direction or tiiin and why 
not some other I he hook leaves the 
leadcis a little sad, a little confused, and 
under the pi esent conditions, complete} 
beWildcicd 

PUBLIC ENTERPRISE 

This IS a comprehensive book on public 
enterprise (PI) by Laxmi Naiain Ihe 
manner in which PL in Indi i fares is not 
a matter of concern for India alone, but 
as Prof Hanson has pointed out, for the 
whole democratic world 

In most developing countries, public 
enterprise is a comparatively new field of 


activity and has raised a number of com¬ 
plex managerial and administrative pro¬ 
blems and issues which arc being sorted 
out with varying degrees of success The 
author has made an attempt in his book 
Princ!/}h\ and PtactKC of Puhlu Ini it 
pii\p Miinopi mcni to provide an account 
of such pioblcms with special icfercncc 
to India and what according to him can 
be or shou’d be done to succcsst Lilly tackle 
the pioblems 

The author has tightly insisted that to 
make a siicce s of PE theie is need of a 
distinct cullurc To have that distinct PI 
eultiirc, ‘ . .a new breed of rn inageis would 
be needed bee ujse a managerial elite bio 
ught up in the climate ol piivatc sector 
cannot easily uljust itself to the philosoph\ 
and idcoloey ol the public seetoi 

No Correlation 

As regard^ the form which PI should 
dopt, the authoi opines and lightly tli it 
‘Ihcie IS no discovciablc coiichtion 
between the k il form of a PF and the 
qu lity of il> performance ’ According 
to him, fai more impoilanl determinants 
ate* the quility and cxpciienec of 
management the ability of niinagemeit 
to resist impropei picssures the dclermi 
nation of manigcmcnt to achieve the 
purpose ol the enterprise and the readi¬ 
ness of the siipcnoi authoiities to iccon- 
nisc that there is a sphere of autonomv 
the invasion ol whieli usually bungs un 
toward and iindcsned consequences' 
The basic issii is that of establisliing 
*‘thc light biluKc between eenlialisalion 
and diccnti ilis.ition and eooulm ilive 
mechanisms 

Writing about the board of diiectors 
of PI the author wants thal the boiriK 
should pi ly a strategic and dyn imie lolc 
e>f poliev foiniulation, Icadeiship and 
evaluation of peilormance 

In the absc lec of profit as u test ol 
success measurement of tiheicnev of PI 
according to the author, becomes an ex 
cccdrngly diffieuil task He has lightly 
maintained that so long as theie is an 
undefined mixing up ol economic and 
non-economie objectives, cfficieriev eva¬ 
luation of PI would remain elusive 
There iS therefore need to specify non 
economc obligations ofPFs clcailyand 
quantify then impact 


In respect of public accountability of 
PP, as Appleby has suggested, “ there 
js no real conflict between the need for 
autonomy and need foi public account¬ 
ability According to the author, sdtis- 
tactoiy structural relationship between 
PFs and Government departments has not 
been developed so fai in India Hits 
structural relationship >hould be such as 
to guai mtcc aiilonomv to PI s and at tho 
same time ensiiic their accountability to 
the Ciovernment 


Varied Conditions 

1 he autho) thinks that * The conditions 
und I wlijcli Pi s operate and tasks 
assigned to them arc so v iried that nO 
single lulc ol puce setMng could be appli- 
CiibL to them IIilFl will have to be a 
vaiietv of methods of piiec hxation com- 
rnensu ate with the need requirements 
and objective ol PI s * Also according to 
him, the pieseiit institution'll anange- 
HKnt of pMCt fix It I on needs both streng¬ 
thenin’ ind cleii guidan c fiom the 
Government 

111 the spheieof pci son il management, 

It IS telt th It Miflieient attention needs to 
be given to thi pioblcnu ol rex uitmcot, 
tidining and developaicnt and various 
other motivational factors. 

I he iiithor his iightlv emphasised that! 
vvhatevei the (oini o( v\oikis parlicipaH^ 
tion m manigcmcnt it is cs^'entiil tO| 
ciL il a elim itt. of trust and right attilu 
among b )tli woikers and ni in igcment, 
it Ih seliem IS to succeed 

And ibneall Pis need to h' mad 
eonsuni'i onented \t pi esent consume 
haidly figures in ih cifculations of PE^ 
in Indt I 

Ikiblie elite Ip ne is i neW c\pciimeil| 
and theie aie still many tiicis which at^ 
charKteiinJ b» len iranec ind lack o| 
claiitv 11 theie must be an cxpandis 
public sector whieh appeals to have) 
come a pait of the 201 h ccnUiiy econor 
ethos then theie is iiigcnt need to stu<I| 
the vaiious pioblems connected with PE 
seiiously ind piepaie sound principle 
policies a id piaeliees foi running the^ 
most ellieientlv This book by I axil 
Naiam will suicly help in clarifying mail 
of the controversial issues which 
being debated at present and thus provi^ 




31 


JULY 3, 198] 


basic guidelines for efficient running of 
public enterprises. 

MANAGER'S OUTLOOK 


T. Thomas retired in 1980 as the 
Chairman of Hindustan Lever Limited. 
This book Managing a Business in India 
is a collection of 14 speeches and articles 
which he delivered or wrote from lime to 
time when he was the Chairman of 
Hindustan Lever. This is thus a profes¬ 
sional manager's account of the various 
problems and policies concerning Indian 
industrial field. 


As regards Government’s attitude 
towards private sector. T. Thomas opines 
that Government policy is becoming 
increasingly restrictive, that decision¬ 
making is moving up the ladder of the 
Government, that this has been resulting 
in increasing negative decisions to play 
. safe. All this is slowing down the indus- 
[trial growth rate. 

I Obviously the author has drawn atten- 
Ition to various problems of the private 
‘sector in India. According to him. 


{price controls as applied and practised 
I in India have been resulting in erosion 
iof quality of products, shortages, black- 

I marketing, declining industiial invest¬ 
ment, generation of black money, 
^corruption in bureaucracy and neglect 
^of consumer needs. 

) The author has made a number of 


^practical suggestions 


of the 


opinion that their is need, in view of 
inflation “. .to increase the exemption 
; limit for industrial licensing, and mono- 
1 poly restriciive trade practices, etc. on 
; the basis of an index that takes into 
{account inflation in capital costs." He 
(Iwants that export-oriented industries 
[khould be further encouraged and that 
Jjrcscrvations provided for small-scale 
liindustrics should be scrapped as they 
|serve no useful purpose. He wants modi- 
ffication of the role of public sector 
[inonopolies which arc playing havoc with 
[jthe Indian economy and with the private 
gtector at the present. He has also insisted 
I on building up of management cadres in 
I the private sector and R & D section of 
I the industrial establishments. He wants 
Jjjrivatc sector management to broaden 
{ts vision and change its attitude to 
Ipusiness and society, if it wants to make 


due contribution to Indian economy and 
social welfare. The author thus feels 
that there is need to bring about a 
change in the attitude of both, Govern¬ 
ment and the private sector with a view 
to find out the common meeting ground 
between the two. Given the goodwill on 
both the sides, this should not be difficult. 
Also, external circumstances arc such 
that a compromise and proper under¬ 
standing between the two on the basis of 
experience of the last thirty years not only 
is possible but is a compelling necessary. 

People's Company 

In a very illuminating article, T. 
Thomas has shown how a modern private 
sector industrial company is truly a com¬ 
pany of people, each segment with its 
own expectations. Investors want an 
attractive return on their capital, with 
reasonable growth and minimum risk: 
employees want improved standards of 
living, with security and fair treatment; 
trade wants adequate profits and security 
in their business; suppliers want a leason- 
ab^e price and honest dealings, consu¬ 
mers want the best product at the 
lowest possible prices. Many of these 
objectives arc conflicting. According to 
the author, it is the job of the company 
to reconcile these different conflicting 
objectives and provide optimal solution 
which will help the company gio\\ from 
strength to strength, despite different 
sectoral interests and national diversities. 

The author has well emphasised the 
necessity of bringing suitable changes in 
an organisation like private sector indus¬ 
trial establishment. He feels that in 
consonance with changing envnonment, 
there will have to be change in ownership 
pattern, in management and management 
skills, in leadership and in attitude. The 
survival and progress of any organisation 
will mainly be determined by the ability 
of that organisation to respond to rapidly 
changing environment. 

It IS often forgotten that distribution 
is an essential part of production process 
and often distributors as middlemen 
arc condemned unjustfiably as parasitic. 
The author has emphasised that rapidly 
changing processes of large-scale produc¬ 
tion can be sustained only by modernis¬ 
ing channels of distribution. He has 


emphasised that it is the responsibility 
of manufacturers to ensure equitable 
distribution of their products, penetrate 
wider markets, exercise vigilance over 
prices, maintain quality, ensure adequate 
returns to traders and provide training 
opportunities to them. 

T. Thomas has provided in this book 
quintessence of his long experience in 
the industrial field. He has an open 
mind and that makes him responsive to 
changing socio-economic and political 
environment. He is critical but not 
dogmatic. That he felt like conveying 
his experiences to others for what 
they are worth shows his awareness of 
social responsibility. What one gets in 
these pages is not idle talk of an ideolo¬ 
gue or a self-sccking politician but sincere 
expressions of ideas of a senior indus¬ 
trial manager. The sincerity of the author 
IS almost palpable and so is his modesty. 

It would be in the national interest, if 
Indian policy-makers give serious thought 
to various major and minor issues raised 
and discussed and recommendations 
made by no less a person than the ex- 
Chairman of one of the biggest inter¬ 
national industrial establishments who 
also happens to be an Indian national 
with welfare of the country and its 
people at heart. 

PUBLIC EXPENDITURE 

B.B. Lai has highlighted in his book. 
Financial Control in a Welfare State 
the financial procedures and methods of 
control which find their rationale in the 
objectives to be attained out of the 
expenditure by public bodies. He has 
indicated how they must be continually 
adapted to requirements to changing 
needs of a developing economy in a 
democratic welfare Slate. The study 
which begins with the appointment of 
Sir Richard Tottenham in 1945, is told 
mostly through a narration of the 
main events and developments in 
chronological order. 

The study throws light on the desir¬ 
ability of maintaining a balance between 
conflicting pulls of excessive centralisa¬ 
tion and excessive departmentalism .It 
explains the need for matching responsi¬ 
bilities with adequate powers all along 
the entire line of hierarchy and the need 
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to understand that control and delegation 
are not mutually exclusive but are merely 
supplementary concepts. The author 
has explained the responsibilities for 
results as well as for economy of the ad¬ 
ministrative ministries vis-a-vis Finance 
Ministry, the relative attitude of the 
officials of the Ministry of Finance and 
administrative ministries towards one 
another and the problem of developing 
new attitudes and procedures which are 
conducive to attainment of results with 
due regard to economy. 

Structural Changes 

After the first edition of this book was 

^ published in 1965, it was observed that 
many radical structural changes have 
taken place in the field of financial control 
leading to greater decentralisation and 
departmentalisation of financial powers. 
Fven the phrase 'financial controP is 
beingf replaced by ‘financial management’ 
in keeping with the changing ideology 
and developmental needs of the countries. 
In the democratic set-up, no one wants 
to be controlled. Moreover control 
implies or emphasises the negative aspect 
whereas management implies proper 
planning and timely execution. In this 
second edition, the author has updated 
all these changes. 

^ The author has also included in this 
edition a detailed account of financial 
management in public sector undertakings. 
In view of increasing number of public 
enterprises and growing financial com¬ 
plexities involved, this is as it should be 
No book on financial management would 
be complete without including this ac¬ 
count. 

]t is observed that all these years 
Government budgets have been money- 
oriented only and "... no control or 
concern was evinced over the achievement 
in quantitative terms.” It is natural that 
with Government undertaking more and 
more industrial and commercial activities, 
it has become necessary to coordinate 
money expenditure with physical achieve¬ 
ments of the enterprise financed by 

^ Government. The author has explained 
the concept of performance budgeting 
which the Government of India has come 
to accept and introduce in some spheres. 
But he has also made it clear that while 


it is comparatively easy to measure 
achievements consequent on money ex¬ 
penditure over a project in the case of 
production activity, a number of difficul¬ 
ties arise while undertaking quantitative 
measurement in the case of mainte¬ 
nance work, general management, security 
work and services. Also performance 
standards will have to be established. 
Though this is necessary to make perfor¬ 
mance budgeting an operative concept, 
laying down such standards in various 
fields is very dilTicuIt. Performance budget¬ 
ing or pcrfoiiiiance analysis is one of 
the important tools of management and 
therefore the author has done well to ana¬ 
lyse the concept in detail and explain its 
working. 

With big budgets and big programmes 
and projects on hand, decentralisation of 
power according to operational needs 
has become one of the important objec¬ 
tives of financial control and manage¬ 
ment by Governp.icnt. The primary ob¬ 
jective of a number of amendments in 
the field of financial control introduced 
since 1958 is ..to avoid delays and 
expedite policy decisions to implement 
development plans.” It is being realised 
that the mam objcUivc of financial con¬ 
trol and management should not be to 
put obstacles in the path of various agen¬ 
cies but to hclf) them to avoid unneces¬ 
sary or unauthoiised expenditure and to 
ensure that the community gels maximum 
returns in exchange of money expendi¬ 
ture incurred. 

The subject i>l audit and financial 
control IS considcicd as highly technical 
and complex But it is necessary that 
an enlightened citi/en should know' at 
least the objectives and basic principles 
of the subject This book will go a long 
way in helping realisation of that 
objective. 

STOCKS AND SHARES 

The Monvv Game is a book by Ram K, 
Piparaiya, on ‘How to Multiply Money 
in Share Markets’. It is observed that 
shares, share markets and their function¬ 
ing, investment in shares, etc. generally 
appear mystifying to a vast majority of 
investors, especially from the middle 
class in India. They generally keep 
away from shares and share markets and 


prefer to invest in long-term fixed 
deposits in nationalised commercial 
banks which offer them 10 per cent rate 
of interest which also may be credited 
on monthly basis. They aim at safety 
of investment, regularity in payment of 
interest and of principal after maturity 
and convenience. A vast majority of in¬ 
vestors appear to refuse to look beyond 
this type of investment, possibly with the 
exception of national saving certificates 
and life insurance policies. 

I 

Persistent Inflation 

As the author has rightly pointed out 
the above investments are not the most , 
profitable in the face of persistent infla- , 
tion in the economy. The return on fixed | 
deposits is lower than the rate of infia- | 
tion so that the total of all interest earned j 
plus principal paid after maturity often j 
amounts, in real terms, to less than the | 
value of initial amount invested. 

It is for the above reason that the 
author wants that the general investor 
should go in for investment in shares. 
Investment in shares has certain advan- , 
tages, if carefully undertaken. Thus 
investment in shares provides a hegde 
against inflation, offers wide range of 
options, needs comparatively small funds, 
represents possession of fairly liquid 
assets, and provides opportunities of 
making capital gains in the long run, 
apart from giving high returns annually. 
In Addition possession of shares 
represents indirect owneiship of large 
enterprises, gives thrills of speculation, 
and contributes to economic growth and 
progress of the country. 

Since the book is written for lay 
leaders, the author has done well to 
explain in a very clear manner the share 
market jargon like equity and listed 
shares, preference and bonus shares, blue 
chips, book value and par value, intrinsic 
value, debentures and bonus, convertible ; 
debentures (which incidentally are becom¬ 
ing popular these days), bulls and bears 
and so on. 

The auth(jr has provided sound guide¬ 
lines for investment in shares. For 
example, he has stated that investors 
should go in for listed shares, opt for 
active shares, avoid vulnerable companies, 
be cautious about closely-held companies, 
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; scrutinise new companies* seleci some 
blue chips, spot new budding leaders, and 
not ignore laggards. The author has done 
well to critically examine the pros and 
cons of investment in debentures and 
deposits with companies vis-a-vis invest- 
; ment in shares. 

It is high lime that middle class in¬ 
vestors begin to take greater interest in 
, investment in shares. It is observed 
taht share markets have been during 
the last two years and should con- 
; tinuc to do the same, if Government 
' adopts proper intlustiial policy. Tortunes 
of some major industries like shipping, 
commercial vehicles, scooters, lyres and 
aluminium have improved considerably 
during recent years. New companies are 
being floated. Inflation has become a 
worldwide phenomenon and is bound to 
continue during 1980s making deposits in 
commercial banks and companies less and 
less attractive as a form of investment. 

The theme of the book is that invest¬ 
ments in shares should be preferred to 
deposits and should be based on facts 
and careful calculations. J he author has 

(i 


done well to provide uptodate informa¬ 
tion about some 200 and odd well-known 
companies in the country the shares of 
which arc actively traded and widely held. 
There arc graphs, charts and a data bank. 
The author has succeeded beyond mea¬ 
sure in both emphasing the need to 
invest in shares and the manner of doing 
that properly. A careful reader of the 
book would fed quite confident of going 
in for investment in shares of various 
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Focus on indmtry 


Rising Demand for Dairy Equipment 


At a function held in Aurangabad recently 
the National Dairy Development Board 
(NDDB) Chairman, Dr Kurien, received 
the first HMT dairy machine from its 
Chairman* Mr B. Ramachandra. Dr 
Kurien was particularly happy that HMT 
entered the line of dairy machineiy manu¬ 
facture. Dr Ku- ien said that HMT could 
depend on NDDB for making the 
Aurangabad un t a great success. 

^ Mr Ramachandra stated that the dairy 
machinery p oject of HMT would save 
the country substantial foreign exchange. 
The Rs 4.5 crorcs project had been taken 
up by HMT in collaboration with an 1 ast 
German firm which had an established 
reputaiion in dairy machinery manu¬ 
facture. 1 he Aurangabad unit after 
meeting the domestic needs would export 
dairy machinery to Third World coun¬ 
tries. 

The Operation Flood-II conceived by 
the National Dairy Development Hoaid 
for milk production is likely to generate 
much higher demand for dairy machinery 
-^during the next five years. The past pro¬ 
duction and future projections are as 
under (in rupees million): 


Production 

1975-76 

51 

1976-77 

44.1 

1977-78 

68.6 

1978-79 

88.8 

1979-80 

77.5 

Projections 

1981-82 

110 

1982-83 

130 

1983-84 

150 

1984-85 

180 


The industry is in a position to manu¬ 
facture a wide range of sophisticated 
machinery and fabricated equipment to 
cater for the needs of the Indian dairy 
industry. There arc at present 12 units 
producing dairy machinery in the orga¬ 
nised sector with an installed capacity of 
Rs 120 million. One unit in the public 

IMlWOlSWr 


sector has begun production of specialised 
types of machinery, viz., separators* heat 
exchangers, butter making machines, 
butter packing machines, stainless steel milk 
pumps and other associated equipment. 
Another public sector unit has been given 
permission to diveisify into the manufac¬ 
ture of road and rail milk tankers, stoiage 
tanks and silos and bulk vending tankers 
in its existing units Over and above 
this a large number of units have 
been given registjation under the libera¬ 
lised policy. 

The industry is in a position to design 
and engineer daii > plants of various sizes 
on a turnkey basis This capability has 
been built up ovci a pciiod of time in 
collaboration with reputed fo.eign manu¬ 
facturers. Notable collaborations in the 
field are with Anliydro of Denmaik, Niro 
of Denmark, Hcimann of West Germany, 
Kyffaserhatte of GDR, Undec of UK and 
Prepac of France 

The range of manufacture covers almost 
all the machinery, pasteurisers, separators, 
stainless steel milk pumps, homogenisers, 
milk reconstitution units, CIP units, milk 
drying plants, butter making machines* 
butter packing machines, ghee making 
machines, tiansport vehicles like road and 
rail milk tankcis* bulk vending tankers 


and pickaging machines like automatic 
bottling plants and satchet filling ma¬ 
chines. In short, the industry is equipped 
to meet all the requirements. 

Small-scale units also contribute towards 
meeting the rcquiiemcnts of dairy equip¬ 
ment and certain items are exclusively 
reserved for this sector, viz, double can 
mixers, micro pulverisers, rotary driers» 
basket type centrifuges, milk cooling and 
ghcc setting equipment, evaporating pans» 
butter churns* curd mills, agitators and 
storage tanks. 

Even though the existing dairy machi¬ 
nery industry is in a position to manu¬ 
facture and supply a wide range of machi¬ 
nery to cater fi)r the needs of the dairy 
industiy; imports arc sti 1 taking place for 
Items likehomogcntsers, continuous butter 
making machin'* buttei moulding and 
wrapping machine, etc The requirement 
of dairy machinery in general is expected 
to increase substantially during the next 
five years in view of the project ‘Operation 
Flood-ll conceived by the National Dairy 
Development Board. Foreign collabora¬ 
tion arc being considered by the Go\crn- 
ment on merit taking into account the 
quality of technology and gaps in inde- 
genous manufactuie. 


f lardev Singh 
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Prices of Bulk Drugs 
, Revised 

The Goxfrnmint has revised 
the prices of ]4 more bulk 
drugi> and five formulations. 
With this, the total number of 
bulk drugs whose prices have 
been revised in the current 
series comes to 18. Prices of 
34 are awaiting gazette noti- 
ftcatJon- 

Among the 52 bulk drugs 
whose prices are understood 
to have been revised, only 
betamethasone, manufactured 
by Glaxo has come m for a 
price slash. The maximum 
selling prices of these drugs 
have been fixed on the bi-sis 
of 1980 prices. 

The new prices are : Beta¬ 
methasone alcohol, Rs 113.34 
I per gramme, betamethasone 17 
j vale-rate Rs 105.85 per gram- 
i me, betamethasone dis odium 
phosphate Rs 126.23 per 
grantme, pyrazmaimde Rs 
1273.55 per kg, delross an¬ 
hydrous Rs 10.17 per kg, 
phenacetm Rs 88.02 per kg, 
morphine HP Rs 3407 per 
kg, morphine hydrochloride 
Rs 3403 per kg, morphine 
sulphate Rs 3391 per kg, 
codeine BP Rs 5811 per kg, 
j codeine phosphate Rs 4710 
per kg, codeine sulphate 
i Rs 4709 per kg, narcotine 
b Rs 673 per kg, and eniitinc 

I hydrochloride Rs 8410.70 per 

H- 

The Government has also 
announced the revised prices 
of five dapsone formulations. 
Ibices of dapsone bulk has 
been revised in December last. 
But the manufacturers could 
not make use of this price 
benefit since the Government 
dkiferred pi ice revision of dap- 
gone fonuulations. 

The new prices of the r- 
mulations are: 5 n g per lab 
lOOO's bottle Rs 7,29, 10 mg 
per tab lOOO's bottle Rs 9.17, 
& mg per tab to 14.63, 50 
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mg per tab Rs 24. J4 and 
100 mg per tab Rs 46.48. 

Prices of a number of for¬ 
mulations are also expected 
to be announced shortly. l_x- 
orcise aie currently on to 
update the prices of 27 drugs 
whose prices have been fixed 
on the basis of 1979 prices. 
There aie about 2C0 bulk 
drugs manufactured in the 
country. The Government 
had earlier revised ihe prices 
of about 118 bulk drug'^. 
Prices of about 30 bulk dtugs, 
mostly Mtiimin diu^s aic yet 
to be finaloed 

IndO'EEC Economic 
Cooperation 

The New Comn crcial and 
Fconon^ic Coopcraticn Agree¬ 
ment between European Eco¬ 
nomic Contn unity and India 
signed at Luxcnibouig on 
June23, 1981, provides, among 
other things, promise by the 
Conmunity to lake all pos¬ 
sible measures to intensify its 
support for India's development 
programmes. This will be 
done through direct conces¬ 
sional transfers as well as 
through institutional and other 
sources of firance in accord¬ 
ance with the rules and policies 
of such institutions. 

The Agreement was signed 
by Mr Khurshed Alam IChan, 
Munster of State fer Cem- 
nierce, on behalf of India and 
by Mr Van Dor Klaauwjn, 
Foreign Minister of the 
Nclherlands and Mr Wilhelm 
HaErkamp, Vice-President m- 
charge of External Relations, 
on behalf of Community and 
Commission, respectively. The 
new agreenruent is a consi¬ 
derable advance on the 1973 
agreement which limited 
hidia-EFC co-operation ge¬ 
nerally to trade matters. The 
new provisions of significance 
enumerated in the agreement 
includes acceptance by the 


parties of the need to promote 
new relations of dynamic com- 
plimcntarity, based on com¬ 
parative advantage and mutual 
benefit in the industrial field. 
Some of the other agreed pro¬ 
visions are : consultation and 
cooperation on international 
commercial and economic pro¬ 
blems, jointly identifying possi¬ 
bilities for increased produc¬ 
tion and imprvwed marketing 
prospects, promotion of in¬ 
dustrial cooperation and trans¬ 
fer of technology through con¬ 
certed measures, promotion of 
increased and mutually bene¬ 
ficial investment, consistent 
with the relative laws and 
policies and encouraging tech¬ 
nological and scientific co¬ 
operation including joint pro¬ 
grammes of research and deve- 
Iopm:enl in various fields in¬ 
cluding cncigy sources, energy 
conservation, energy related 
technology, protection and im¬ 
provement of the environment. 

The machinery for ensuring 
the proper functioning of the 
agreement will be a joint cem- 
missicn, which will be com¬ 
posed of icpresentatives cf the 
parties and will meet atlcast 
once a year in Brussels and 
New Delhi. In the annex- 
ures of the agreement, the 
Conuuunity has expressed it*'* 
preparedness, in the course of 
its endeavours to improve the 
Gcncralncd System of Prefer¬ 
ences, to take into account the 
interest of India and also to 
examine possibilities of further 
tarifl adjustments lo promote 
the development cf trade bet - 
ween India and the Com¬ 
munity 

Indo-Austrian 

Collaboration 

Indo-Auslnan collaboration 
in hydro-electric power genera 
tion and production of steel 
and iron ore pellets in India 
as well as in third countries 
was discussed, recently in 
New Delhi when the visiting 
Austrian Foreign Minister, 
Dr Willibald Pahr called on 
the Union Minister of Com¬ 
merce and Steel and Mints, 
Mr Pranab Mukhorjee. The 
two Ministers also discussed 
issues like modification of 
Austrian GSP for duty-free 
entry of Indian agricuttural 


and industrial products and 
the textile agreement between 
the two countries. 

Dr Pahr, who was aocom- * 
panied by senior Austrian 
officials and enterpreneurs, ex^ 
pressed interest in collabora* 
tion with India in steel pro¬ 
duction and iron ore pelleti¬ 
sation. In this connection the 
possibilities of co-eperation in 
the steel plant to be set up at 
Paradip and pelletisation of 
iron-orc at Kudremukh, were 
discussed. 

Dr Pahr indicated that 
Austria would consider buy¬ 
back arrangements for some 
of these projects and also 
discussed the possibilities of 
India’s participation m some 
Austrian projects in third 
countries, like Saudi Arabia, 
Bangladesh and Thailand. The 
possibilities of Austrian co¬ 
operation with mining opera¬ 
tions in Oiissa and electrifi¬ 
cation of small villages in 
Tanxil Nadu also figured in 
the discussion. 

Indian Plea 

Mr Mukjicrjec uiged the 
visiting Minister that as in 
the case of Sweden, Finland 
and Norway, duty-free entry 
or reduction m tarifif should be 
granted by Austria also for 
India's agricultural and in¬ 
dustrial products. Mr Pahr 
indicated that the issue was 
being reviewed by his Govern¬ 
ment and the new tariff rates 
which would be operative from 
the beginning of next year 
would likely to be favourable 
to the developing countries. 
Austria provides GSP con¬ 
cessions for agricultural and 
manufactured gcods. All im- 
poits from developing coun¬ 
tries enjoy 50 per cent reduc¬ 
tion on the basic duty rates 
with exception of textiles and 
clothing which enjoy only 35 
per cent reduction. 

The two Ministers discussed 
the textile agreement between 
India and Austria, which is 
expiring at the end of this 
year. It was felt that pending 
the outcome of the negotia¬ 
tions on Multi Fibre Arrange¬ 
ments, the bilateral textile 
agreement could be extended. 

India's imports from Austria 
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were worth Rs 164.2 million 

1977- 78, Rs 240.6 million in 

1978- 79 and Rs 167.8 million 
^urinf Apnl-Decembcr, 1980. 
India's exports to Austria 

during the same period were 
Rs 50.2 million, Rs 47 million 
and Rs 40.1 million res¬ 
pectively. 

India's pricipal exports to 
Austria are clothing, leather 
and leather goods, gem and 
jewellery, basic chemicals, floor 
coverings, and engineering 
goods while the imports have 
been machinery, iron and steel, 
urea synthetic fibres, viscose 
rayon fibre, transport equip¬ 
ment and scientific inslrumepts. 

Although a trade agreement 
T\Jth Austria exists since 1963, 
taluks under this agreement 
were held only once m 1970 
so far. As a result of the 
discussions between the Cem- 
merte Minister and the 
Austrian Minister foi tcono- 
mic Aft airs m January 1980 
It has been decided to est,ib- 
lish a Joint Committee on 
Trade and I conomic Relations 
for periodic exchange of views 
between the two countries , 

Indo-S. Korean 
Trade Talks 

After several postponements 
Indo-South Korean bilateral 
^rade talks will be held in 
Seoul on July 13 to review the 
two way trade. 

The Union Commerce Minis¬ 
ter, Mr Pranab Kumar Mu- 
kherjee, will lead the Indian 
delegation 

Mr Mukherjee and his S. 
Korean counterpart. Com¬ 
merce and Industry Minister 
SuhSook-Joon will discuss the 
bilateral trade, which reached 
a record $ 225 million last 
year, leaving a large balance 
in Seoul's favour. 

Beyond balancing the books, 
two countries are understood 
to be dicussing a multi-million- 
dollar shipping deal and pros¬ 
pects of establishing joint 
ventures. 

On the eve of this first 
bilateral trade talk in the last 
^^iree years, South Korea is 
Understood to have decided to 
boost the import of iron-ore 
from India by about 30 j^r 
cent, according to authoritative 
Korean sources. 


Mr Mukherjee during his 
four day official visit, will 
visit Pohang steel complex and 
Ulsan shipyard on South 
Korea's mammoth industrial 
east coast, where Indian inter¬ 
ests are vitally involved. 

The huge steel complex, 
Posco the third largest im¬ 
porter of Indian iron-ore, is 


reported to have agreed to 
maintain the existing Indian 
share in the expanded steel 
capacity. 

Rupee-Pound 

Exchange 

The pound sterling has 
become cheaper by ten pa i sc 
following the upvaluation of 


the rupee by 0.59 per cent. 
The Reserve Bank of India 
(RBI) has fixed a middle rate 
of Rs 17 per pound as against 
Rs J7.I0 hitherto. 

The Reserve Bank has re¬ 
vised th? buying and the Sel- ; 
ling rates of the pound stcr- ' 
Iijig as follows: : 

Buying £ 5.8997 per Rs 100 I 


United Bank of India 

Head Office; 16, Old Court House Street. Calcutta-700001 



31tt Dec. 1979 

STATEMENT OF POSITION 

3l8tDec 1980 || 

...._ .. m 

LIABILITIES 11 

Rl. 


Rs. 

2,6877,119 

Capital: Paid-up Capital 

2.68,77,119 

3.68.44 491 

Reserve Fund etc. 

4.01.44.491 

12.19.75.46.849 

Deposits & Other Accounts 

13,26,14.80.785 

69,19,58.099 

Borrowings from Banks. Agents 

44 76.78 228 

35.98,75.849 

Bills Payable 

61.79.55 554 

69,47,32,505 

Bills for collection per contra 

71.17.12.415 

10.33 34.608 

Other Liabilities 

13 36.82.199 

49,02,44.044 

Acceptances, endorsements etc per contra 62.32.37.293 B 


Profit fr Loss Account 


1 3.74.422 Balance of Profit as per 

4,48,432 


last Balance Sheet 


^.74 422 Less transferred to Central Govt. 

4,48,432 

1.36 48.432 Balance of profit for the year 

1.23.10.815 


Less: Transferred to: 


35,00,000 (1) Reserve Fund 

33 00,000 

93,00,000 (2) Provision for Bonus 

82 00,000 

4 00.000 (3) Investment Reserve 

4.00.000 

4.48,432 

Balance to be transferred 

4.10.815 


to Central Government 


14,60,18,61,996 


15 86 31.78 899 


ASSETS 


1,82,46.92,603 

Cash in hand and with banks 

1.92.85,62,732 

3,00,000 

Money at call and short notice 

3 00 000 

379.42,11 956 

Investments (at or below cost) 

4,22,69,57,106 

203,22,74,186 

Loans & Advances 

742.18.19.919 

69.47 32 505 

Bills for collection per contra 

71,17.12415 

49.02.44.044 

Acceptances, endorsements etc per contra 62 32 37 293 m 

3.60.67.286 

Premises 

3.95.49 581 B 

4.00.34.117 

Furniture & Fixtures 

4.13.85 640 1 

68,70,29,183 

Other Assets 

86,74 69 229 ■ 

22,76,116 

Non-Banking Assets (at book value) 

21,84984 1 

14.60,18,61,996 


15,86,31,78,899 I 

1 ^ 1 s 

1.. .., n 

■■■■■ 
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corresponding to Rs 16.9^. 

Selling: i ^.8651 per Rs 100 
corresponding to Rs i7.05. 

This is the first revaluation 
after two consecutive devalua¬ 
tions of the rupee. 

Industrial Machines 
at BHEL 

The Hyderabad unit of the 
BHEL, which has now taken 
up the manufacture of in¬ 
dustrial machines too apart 
from power cquipnteni, is 
looking up. The new 
Executive Director, Mr Madho 
Rao, who met newsmen re¬ 
cently, was confident that the 
unit's outturn would be Rs 200 
crores within the next two 
to three years. 

According to provisional 
figures, the Hyderabad unit has 
already hit its outturn target 
ofRs 127 crores in 1980-81, 
marking a six-fold increase as 
compared with Rs 21 crores 
in 1972-73. From us in¬ 
ception m 1965, the unit has 
so far manufactured about 140 
thermal generating sets of 
various capacities-. 

The erection schedule for the 
year includes 18 industrial sets 
and 11 compressor projccts- 
seven of them on a turnkey 
basis. The Hyderabad unit 
has acquired the most up-to- 
date know how for various 
products from six different 
countries. 

New ITDC Hotel 
et Chendigarh 

Ml A.P. Sharma, Minister 
for Tourism and Civil Aviation, 
laid the foundation stone of 
the new ITDC Ashok Hotel 
at Chandigarh on June 29, 
1981. The 150-room luxury 
hotel will be located in Sector 
17 overlooking Rose Valley 
on one side and the comiuer- 
cial complex on the other. 
The first phase of ♦he Ashok 
Hotel, is expected t(. be com. 
pletod at a c( st of about 
rupees three crores m about 
two years time. During this 
phase about KX) rooms will be 
commissioned. 

The hotel will he centrally 
k airconditioned. Each rotm 
will have a telephone, running 
hot and cold W'ater and chan¬ 


nel music. The hotel has been 
So designed as to happily fuse 
with the environment of Lc 
Corbusier’s Chandigarh and 
yot bo well ahead as compared 
to other contemporary works 
being built elsewhere. The 
building will be constructed 
in exposed shuttcr-faced con¬ 
crete, an idiom prescribed by 
Le Corbusier for most of the 
public buildings. 

TISCO Expansion Loan 

The Tata Iron and Steel 
Company signed on June J7, 
1981, at Bombay a loan 
Agreement with the Joint 
Plant Committee for an 
amount of Rs 100 crores 
sancticned by the Steel Deve¬ 
lopment Fund’s Managing 
Committee t.ut of the SDF, 
which provides long-term funds 
for the iitain steel producers. 
This loan has been sanctioned 
to the company to meet a 
major part of the rur<^c ex¬ 
penditure of the company's 
modernisatun progranunc. 

The foreign exchange ic- 
quircm.cnts for the mi'derni- 
sation prograr.me will be m.cl 
out of a loan of US $ 38 
million sanctioned to the com¬ 
pany by International Finance 
(’orporation, Washington and 
a loan of £ 14 million sanc¬ 
tioned to the company by 
Lazard Brothers and Com.- 
pany Limited under the British 
GovcrnniCnt's Export Cre¬ 
dits Guarantee Dcpartm.ents 
Scheme. 

Tata Steel's Modernisation 
programme will replace two 
of the three open-hearth steel 
making shops with 1.1 million 
MT a year basic oxygen steel 
making facility. It abo in¬ 
volves the installation of a 
continuous casting machine, 
vacuum degassing unit for 
secondary refining rf steel, a 
bar forging facility fer special 
quality steels, an oxygen 
plant, a refractory plant and 
other ancillary facilities. The 
project will improve plant effi¬ 
ciency— saving approxin‘.atcly 
65,OCO tonnes of fuel oil per 
annum—reducing operating 
C(*sts and increasing output 
by I90,0C0 tonnes a year thus 
reducing imports. The project 
IS scheduled to go into com.- 
mcrcial production in early 


1983 and will result in saving 
of foreign exchange of over 
Rs 60 crores a year. 

Fuel Control System 
for HAL 

A British aerospace com¬ 
pany, Dowty Fuel Systems Ltd, 
has signed a collaboration 
agreement with Hindustan 
Aeronautics Ltd, of Bangalore, 
cewering the design and deve¬ 
lopment of a fuel control 
system for a small gas-turbine 
engine being developed by 
HAL ii, India. “We already 
have very good and close 
links with Hinduflan Aero¬ 
nautics and 1 am delighted t< 
be able to add strength to 
them with this latest agree¬ 
ment,*' said Mr Bill Jluyton, 
Dowty I uel Systems' Manag¬ 
ing Diicctor. “We plan to 
delixer a prototype batch of 
systems starting in 12 months, 
and look to more substantial 
production orders m the 
future." 

Jute Goods for Africo 

Libya, Tunisia and Zamb’a 
can absorb more of India’s 
exports of jute goods, says 
a study by the Indian Insti¬ 
tute of Foreign Trade (IJFT). 
The study, which covered six 
African countries, finds that 
Algeria, Morocco and Kenya 
have virtually no prospects for 
Indian made jute goods. In 
fact, these countries have ban¬ 
ned imports of jute products 
to develop their own jute 
industry. Imports are allowed 
by them only when the do¬ 
mestic prcyduction fails to meet 
the demand. 

India is facing stiff com¬ 
petition in the markets of 
Libya, Tunisia and Zambia 
in respect of price of its jute 
products. This factor would 
base to be taken into consi¬ 
deration m any effort to in¬ 
crease India’s export to these 
countries. Thu study, financed 
by the Swedish International 
Authority and the Internation¬ 
al Trade Centre, is the third 
in a series of overseas market 
Surveys by the institute cover¬ 
ing different countries in view 
of the importance of India's 
jute exports. Nearly 40 per 
cent of the country’s produc¬ 


tion of jute goods is exported 
to over 80 countries earning 
between Rs 200 to Rs 250 
crores annually in foreign ex¬ 
change. 

Tt has suggested that India 
should try to reenter the 
Libyan market through an 
active role by the State Trad¬ 
ing Corporation since the im¬ 
porters there prefer to deal 
with State-own^ organisations 
rather than private exporters. 
Italy and Belgium have re¬ 
placed India as suppliers of 
sacks to Libya, and the coun¬ 
try has been completely out- 
priced from the Libyan jute 
market since 1975. 

Delegation from Nigeria 

A trade delegation com¬ 
prising individual business¬ 
men, bankers and representa¬ 
tives of trade and industries 
Ministers in various States 
of Nigeria, sponsored by 
Kaduna Chamber of Conv 
meicc and Industry, Nigeria, 
has been touring India. 
A 20-member delegation 
led by Mr M.B.G. Dogon- 
Yaro, Bank of the North and 
United Bank for Africa, visited 
Calcutta recently. 

Mr M.B.G. Dogon-Yaro 
highlighted the recent eco¬ 
nomic growth that had been 
fostered in Nigeria, and now 
the mam emphasis was on 
the shifting of activities from 
purely trading to the manufac¬ 
ture of both consumer and 
capital goods. The prospect of 
jcint collaboration in deve¬ 
loping agro-based and agro- 
allicd product industries was 
enormous and, according to 
the policies framed by the 
Nigerian Government, foreign 
equity participation was feasi¬ 
ble in various technologically 
sophisticated industries. He 
invited the repres^tatives of 
the Indian industries to parti¬ 
cipate in the International 
Trade Fair to be organised by 
the Kaduna Chamber of Com¬ 
merce and Industry in 1982. 
The lepresentatives of various 
Chambers of Commerce ex-^ 
changed views on the pros¬ 
pect of technical collabora¬ 
tion, joint ventures and equity 
participation in varicus speci¬ 
fic areas in Nigeria. These 
discussions would bo foltowedi 
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up by individual contacts bet¬ 
ween the intercepted parties in 
Nigeria and India. 

^Continuous Hot Air 
Sealer by Larsen 

A continuous hot air sealer 
capable of scaling a variety 
of polythene bags, and with 
wide application in industries, 
like petrochemical, fertiliser, 
food, pharmaceutical needing 
to seal a wide range of bag 
thicknesses and si/cs, has been 
developed by Larsen andTou- 
bro Limited. The continuous 
hot air sealer is a high 
production in-line machine for 
% ding pre-made, pre-filled 

polythene bags, 7he polythene 
bag duly filled is manually 
straightened at the unsealed 
edge and inserted into conti¬ 
nuously moving grip belts. The 
bag moves into a hot air 
chamber and is plasiicised. 
Further under the pressure of 
crimp rollcis. It is I'ustd and 
the pallern of die crimp roller 
is embossed on the bag. When 
it emerges, the bag is duly 
sealed and ready for retailing. 

The crimp roller can be 
equipped with interchangeable 
dale codes or logo, which 
’ uikcs the bag proof against 

"Spurious packers. The belt 
speed is variable from two 
metres to fourteen metres per 
ndnute. Depending in the 
width of the pouch the pro¬ 
duction can be determined 
accordingly. The machine is 
designed to take the smallest 
and largest bags. The smaller 
bags are self-suppoited, while 
the bigger bags travel on a 
belt which IS synchronised with 
the speed of the scaler. Ihe 
heat is controlled by increas¬ 
ing or d^reasirg air flow. 
This permits sealing of poly¬ 
thene ranging fnm 150 to 
700 gauge. 

lOL Develops 
'Teleweldei' 

Indian Oxygen Limited 
(JOL) has developed fi r the 
first time in India a welding 
transformer, the Indarc 500 
AC(S) (“The Telewelder’’), 
which has a unique remote 
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current control device and a 
low voltage safety device. This 
transformer is specially de¬ 
signed to lake care of the 
welder’s greatest needs safety 
and mobility. It was dc\c- 
J(>ped after months of pain¬ 
staking research by lOL's 
engineers to answer the need 
of one single customer a 
leading shipyard. With the 
pen-sized and cordless rcn>('ic 
current control device it is 
now possible for the welder 
to make fine current adiusi- 
m.ents from the w'eld po'nt 
Itself with hardly a moJi'cnl s 
interruption. This adds im¬ 
measurably (o his mohiliiN 
and flexibility undents down 
considerably on his fatipue, 
thus making for higher opera¬ 
tional productivity. 

Also built-in to the tians- 
formcr is a low voltage salci> 
device which brings down 
the open circuit voltage ol 
around 80 volts to the sale 
level of 25 volts when the 
welder is not welding. This 
gives protection to the wilder 
when he is welding at heights 
or m confined spaces oi m 
damp conditions. “The 'lelc- 
welder’ which micgraics 
within its casing the lians- 
formcr (500 amps at 60dut\ 
cycle), the remote lurrent 
control module and the h>w 
vi llage safely module, is tin 
latest example of lOL's leih- 
nological leadership and it'* 
commitment to total cust nui 
scr\icc. 

WAPCOS Bags 
Contract in Laos 

Water and Power Consul¬ 
tancy Services (India) Liiuiied 
(WAPCOS), a public undei- 
takmg under the Mimsliy ot 
Irrigation, has secured Us fiisi 
contract in Laos for provninm 
consultancy services for llic 
World Bank aided small-so.ih 
irrigation project in that 
country. Mr O.p. Chadha, 
Chairman and Managing 
Director, WAPCOs, recentl> 
negotiatcc and signed tins 
contract in Vientiane with the 
Department of lrrigiiiK>n, 
Ministry of Agriculture, Lore- 
slry and Irrigation, Lao 
People’s Democratic Republic. 
The value of consultancy 


job is about 293,000 US 
dollars. The company is at 
present providing consultancy 
services for various water re¬ 
sources development protects 
ir Afghanistan, Bhulan. Burma, 
Indonesia, Iraq. Nigeria, 
Philippines, Sri Lanka and 
Vicliu^jn. 

Names in the News 

Mr K.K. Ojka has taken 
over recently as h\ccutivc 
Director (Finaixc) of Hindus¬ 
tan Steelwoiks Const I uct ion 
Ltd (HSCL), d Public Sn- 
lor Company undei the 
Ministry of Sled and Mines. 
J-lc was rinancial Adviser 
and C’hicf Atcounts Ofl'icer 
of ilSC^L from J 971-76 


During this period HSCL 
achieved the highest rate of 
growth having largest surpluses 
from year to year. He was 
the leader of ('clegation of 
the Institute of Cost and 
Works Accountants of India 
to the 8ih Iiilernational Cong- 
less of Account'ints held in 
N:wYork,in 1962, 

Mr Autar Singh Baggn^ 

Geneial Manager, Puryab and 
Smd Bank Ltd, has been 
elected Secretary and Treasurer 
()1 the Bankers’ Club, Delhi- 

Mr Arup K. Datta« Manager, 
Public Relations, Steel Autho¬ 
rity of India Ltd, has been 
appoinltil Ch’cf Public Re¬ 
lations Manager, C'oal India 
Ltd 
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COMl^NY 

AFmiBS 


Indu Nissan Oxo Chemical 
Industries Ltd 

Indu Nissan 0\o C^heniical 
Industries LiJ, wiJI enter the 
capjtaJ market on July 24, 
J981 with a public issue of 
2,825,0(K) equity shares of 
Rs 10 each at par. The pro¬ 
ceeds of the issue will be uti¬ 
lised to meet a part of the 
finance for its 12,500 tpa plant 
costing Rs 16.20 crorcs for 
the manufacture of o\o 
alcohols. 

Indo Nippon C’heniK\«l ( o 
Ltd, who arc the chicl pro¬ 
moters, pioneered the manu¬ 
facture of plasticiVeis m the 
country in the year 1961 in 
technical collaboialion with (he 
renowned Sekisiii Chemical In¬ 
dustries Ltd, and in financial 
collaboration with Nichnuen 
Co Ltd. both of Japan. ()\ei 
the years Indo Nippon has 
grown steadily and presently 
it is the largest maniifiicturwV 
of plasticizers in the country 
Ha\ing an installed capaeiiy 
of 11,600 tpa and annual tum- 
ovor exceeding Rs I7 erurcs. 
It has an excel lent track reecrd 
beginning w'ith a modest paid 
up capital of Rs 20 lakhs, the 
company today has built up 
a net worth of Rs 245 lakhs 
besides paying attraelixc regu¬ 
lar dividend to its shareholders 
from the very |]rsi year of Us 
operations. This represejds a 
total capital apprieiath*n of 
1125 per cent of original in- 
vesiipcrtt. l\>i the year ended 
March 31, 1981, the com¬ 
pany has decided to declare a 
dividend of 40 per cent besides 
a hbcral bonus issue of I I. 

Indo Nippon's business asso¬ 
ciates M/S Ni.hn. ui Co Ltd, 
a large trading c</r. panv <*f 
Japan. Caprihans India ltd, 
a well known coi.qr.in^ tng.mcd 
in the manufactuie of pVc 
products, Gandhi Parckh In¬ 
vestment Corporation Ltd, the 
promoters of Indo Nippon, 


Gujarat Industrial Investment 
Corporation Ltd. and Nissan 
Chemical Industries I td, of 
Japan are also participating in 
the equity capital of the com¬ 
pany. 

The company’s plant is ad¬ 
vantageously located near its 
major suppliers of raw materi¬ 
als and consumer of Its finished 
products. It will obtain syngas 
through a pipeline from Guja¬ 
rat Stale Fertilizers Co Ltd, 
hydrogen from Guj.iral Alkali 
and at a later date di-iso- 
but>lenc from Indian Petro¬ 
chemicals Corporation Ltd. 
Nearly 4 per cent of oxo alco¬ 
hols manufacturctl by Indu 
Nissan will be consumed by 
Indo Nippon. 

0\o alc(dtol IS a main raw 
material m ipanufaeture of 
piastici/crs which in turn is a 
basic raw malcrral fort.he PVC 
Industry. At present about 
I3,(KK) lonncs of oxo akohol 
are imported annually mthe 
country besides an mdigeitous 
licenced capacity of about 
]3,(KK) lonncs. The total 
dcj.iand is expevted to increase 
to 38,IHX) tonnes by 1983-84. 
In fact Indu Nissan lias applied 
to the Ciovcrnmcnl to in¬ 
crease Its Ihcnced capacity by 
additional 15,()U(i tonnes per 
annum, the expansion cost of 
which will be substantially 
lovver. The project is fast 
coming up a! Bajwa, near 
Vadodara in Gujarat as per 
schedule. 'Fhe plant is expected 
to go Into production by April 
1982. 

Karnataka Aluminium 

Karnataka Aluminium, pro¬ 
moted by the Bhoruka Steel 
group, IS entering the capital 
market on July 8 with a 
public issud of 600,000 equity 
shares of Rs 10 each t() raise 
a part of finance required for 
J'Ctiing up a Rs 287-lakh 
plant at Metagaili, a notified 


backwared urea in Mysore dis¬ 
trict, for the manufacture of 
3,(X)0 MT of aluminium ex¬ 
trusion a year. 

The project is being finatucd 
by an equity capital (T Rs ICO 
lakhs and term loans of Rs 187 
lakh. The promoters have 
taken up equity shares of Rs 40 
lakhs. I'hcy have also given 
an undertaking to subscribe to 
further equity capital of Rs 11 
lakh m the event of the issue 
being undersubscribed as it is 
underwritten for Rs 49 lakhs 
only. 

Director, Mr S.N. Agarwal 
told ncw'Sincnrceenlly that pro¬ 
duction IS expected to com¬ 
mence In the last quarter of 
1981. The company expects a 
turnover iT four crores rupees 
in the first year of its opera¬ 
tion at 50 per cent capacity 
utilisation which is the break¬ 
even point. At full capacity 
the turnover will be Rs 7.5 
crores. 

He stated that tlie coiu- 
pany does not foresee any 
difficulty in marketing its pr(>- 
du<.ts. The demand is c.sli- 
mated to go up to 41,0(K) 
tonnes by J983, while the in¬ 
stalled capacity is about 3(\0(X) 
tonnes per annum. Hence, 
the con>pany plans to double 
its capacity m 1983. 

He has said that to meet any 
contingency icgarding power 
supply, the company has 
alreacty placed an oi der for an 
860 KVA diesel generator with 
a C zcchoslovakian firm. The 
project enjoys tax benefits 
under Section 80 CC. Mr 
Agarwal has stated that his 
group has plans to go in for 
shipping, cement, paper and 
detergent projects shortly. 

Somaiya Organics 

The Directors of Somaiya 
Oiganics (Jnc'ia) state in their 
annual report that the ex¬ 
pansion of the distillery has 
already been completed ai.d 
the benefit of the increased 
production will be reflected 
Ju J98I. 

Orders for most of the criti¬ 
cal equipment required for the 
expansion of the chemical 
plant have been placed. It 
IS expected that the entire ex¬ 
pansion scheme will be im¬ 
plemented by the first quarter 


of 1982. On completion of 
the project, the output, sales 
and profitability will show 
considerable improvement. 

New Bank of India 

New Bank of India has 
shown impressive results for 
the year J980. Deposits in¬ 
creased by Rs 6 L22 crores to 
Rs 503.28 crores at the end of 
1980 with average deposit per 
branch at Rs 127.70 lakJis. 
Advances vyent up to Rs 256.62 
crores during the year. In 
addition bills rediscounted 
with IDBI, other approved in¬ 
stitutions and under new bill 
marketing scheme amounted 
to Rs 1.79 crores. Tlie in¬ 
crease in (he priority sector 
advances which comprise loans 
to sjnall scale industries, agri¬ 
culture, road and water trans- 
pi.r^ operators, retail traders, 
small business and profts- 
sionals and self employed 
persons etc, is of the order of 
Rs 7.89 crorcs i.e. from 
Rs 71.76 cforcs to Rs 79.65 
crores. The bank added 8671 
priorily sector accounts its 
previous year's figures of 
21,440. The priority sector 
advai.ces as on December 26, 

1980, constiluted 31.07 per cent 
of total advances. 

Advances to agricultural sec¬ 
tor increased from Rs 14,77 
crores to Rs 19.52 crorts giving 
a growth of 32.16 per cent. 
The Village Adoption Scheme 
was expanded during the year 
and the total number of adopt¬ 
ed villages have now increased 
to 487, thereby increasing the 
number of beneficiaries also. 
Food procurement advances 
during the year increased to 
an all time high figure of 
Rs 26.00 crores. The bank’s 
total investment in Govern¬ 
ment securities also went up 
to Rs 155.02 crores in 1980. 
Investment to deposit ratio 
in 1980 was 31.59 per cent as 
against 27.32 per cent in 1979. 

The turnover of foreign ex¬ 
change business went up from 
Rs 156 crores in 1979 to 
Rs 163 crores in 1980, la 
all 22 branches of the bank 
are authorise 1 to handle finan* 
cinf of foreign trade. With 
the opening of 22 branches in 
1980, the bank had a total of 
423 branches comprising 165 
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ruial, 104 somi-uiban, 87 urban 
and 67 metropolitan with a 
total staff strength of 7,598. 

\inar Dye Chetn 

Amar Dyc-Chem’s turnover 
for the first five months of 
the current year has been 
almost imchanged at Rs 9.80 
crores as against Rs 9.77 
crores at (he same period last 
year. In view of the difficul¬ 
ties faced by the textile in¬ 
dustry due to high prices of 
cotton and problems of power- 
cut in some of the Slates, the 
management finds ii difficult 
to make a forecast about the 
outcome of the whole year. 
(Siving this information to the 
shareholders at the annual 
general meeting m Bombay, 
Chaiiman, Mr J.H. Doshi has 
stated that production of vat 
dye. is gelling moic and more 
streamlined and that the com¬ 
pany exptets I he plant to make 
a reasonable eoninbution this 
year which will go to olfsei 
the adverse working of the 
other plants. 

The Directors of Diamines 
and C'hemicals have decided 
to issue further 448,000 
equity shares of Rs 10 each 
as ‘rights* in the proportion 
of 2:5 at par, subject to the 
approval of the financial in- 
*^0 tut ions. 

The proceeds of the issue 
will be utilised lowaids meet¬ 
ing the overrun in the project 
cost. 

Increased Dividend by 
Usha Alloys 

Usha Alloys and Steels Ltd 
has turned out good working 
results for the year ended 
May 31, 1981. The Directors 
hfcve recommended a higher 
dividend of 20 per cent on 
equity shares compared to 10 
per cent paid *n 1980. 

During the year, both pro¬ 
duction and sales reached new 
heights. There has beer over¬ 
all improvement in the opera¬ 
tional efficiency. >\iih de¬ 
preciation requiring Rs 26.77 
"^‘ikhs (Rs 22.04 lakhs), deve¬ 
lopment rebate reserve Rs 25 
lakhs (Rs 16 lakhs) and invest¬ 
ment allowance reserve Rs 
28.50 lakh.s (nil), net surplus 
after adding Rs 13.76 l^s 


brought forward from pre¬ 
vious year is Rs 109.78 lakhs 
compared to Rs 101.27 lakhs. 
The proposed dividend on pre¬ 
ference shares will absorb 
Rs 2.85 lakhs (Rs 11.40 lakhs) 
and that on equity Rs 22.81 
lakhs (Rs 11.10 lakhs). 7’he 
production, sales turnover and 
profits could have been si >11 
better but for unsatisfactory 
power supply and increase in 
cost of inputs. 

Gokak Patel Votkart 
to Modernise 

Gokak Pate! Volkart’s turn¬ 
over during the first five months 
of the current year (Jauu- 
aiy lo May Iasi) has Umi 
higher than the corresponding 
period of 1980, but the prolit- 
ability has been lower due to 
an all-iound ri'^e in cosis. 

Giving this inforniatjon to 
the shareholders at the anniuil 
general meeting in BombiiN, 
Ml G. Khandwala, Channiau, 
has slated that the eompai \ 
has planned a capital c\- 
pcndiliire of rupees three cioks 
on the modernisation piog- 
rajnme, which is cxptctuJ to 
be completed by 1982 

Synthetics and Chemicals 

Synthetics and Chemicals is 
faring better in the cuiieii 
year with produel ion of SBR 
for the til si half aggregating 
around 12,000 tonnes as 
against 8,000 tonnes at the 
same period last year. Sales, 
however, have been lower at 
8,300 tonnes against 10,000 
tonnes and brought in Rs 15 5 
crorcj. 

Mr Rajndas Kilachand, who 
presided over the annual gene 
ral meeting in Bombay m Mie 
absence of Chairman, Mi S 1 ■ 
Kirloskar, has stated that the 
consuming industries have been 
permuted to imptirt lubbei 
on a liberal scale and the 
company has been cxpeiiuie-ing 
difficully in marketing its end 
products. 

Mahindra Spicer 

The Directors of Mahindia 
Spicer have raised the dividend 
by two points to 12 per cent 
for the year ended January 
31, 1981. 

The company has earned a 
gross profit of Rs 75.37 lakhs 


against Rs 40.73 lakhs in the 
revious year following a 
igher total income of Rs 12.02 
crores against Rs 8.89 crores. 

After providing Rs 28.16 
lakhs (Rs 25.99 lakhs) for 
depreciation and with no tax 
liability as before, there is a 
net profit of Rs 47.21 lakhs 
compared to the previous 
year’s Rs 14.74 lakhs. Out 
of this, Rs 7.20 lakhs (ml) 
has been allocated lo invest¬ 
ment allowance reserve and 
Rs 15 lakhs (Rs 12.50 lakhs) 
set aside for payment of the 
proposed dividend. A sum of 
Rs 25 lakhs (nil) has been 
earmarked foi iraiisfei to gene¬ 
ral reserve. 

Bright Future for 
Polyolefins 

The C'hairman of PoKolcfii.s 
l.td, Mr Anind N. Mafathil, 
has sliuek an oplimistie 


note about the company*s 
outlook for the current 
year. The production of 
HOPE in the first jive months 
of the current year has been 
higher at 15,770 tonnes com¬ 
pared With 9,431 tonnes in the 
corresponding period of 1980. 
The production for the year, 
as a whole, is expected to be 
around 40,000 tonnes against 
20,000 tonnes in 1980. 

Mr Mafallal stated that the 
company is obliged lo nurse 
large inventories because of 
substantial imports. The duty 
oil imported material is re¬ 
latively low whereas the indi¬ 
genous product ion has to hear 
higher excise duty. Mr Mafatlal 
feels, however, that the situa¬ 
tion might improve by the 
end ol the year. 

I'he Akola plant has been 
commissioned and it is ex¬ 
pected to reach full capacity 
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by the end of ihc year. The 
Bombay High Court has sanc- 
tJoiud the mcrgei of Miitdia 
Chemicals with PfI . Tht re¬ 
maining rornialiiics arc ex¬ 
pected to be coniplckd in llv 
current yeai. 

The sales of M null a m the 
first five months of 1981 have 
amounted lo Rs 5.38 cioks, 
compared with Rs 3.9.S ciores 
in the corresponding period of 
1980. The pcrfoimancc of 
the company lor 1981 as a 
whole IS expected to be quite 
good. 

The management ol Mmdia 
has plans to diveisify its com¬ 
pany’s activities. An indica¬ 
tion about these plans is likely 
to be available next yeai 

Seven Seas' Expansion 

Mr Vi jay pat Smehama, 
Chairman, Sevui Seas Trins- 
pottalion. has told sliareholdns 
at the annual general meeting 
in Bombay lh.it the manage¬ 
ment IS iiyiiig to aequiie two 
second' hand bu 1 k cai i k i s of 
about 35,()(H) DWI laeh and 
also coiisideiing lunliei 
acquisition of ships m the 
next two or thiee yeais to 
expand the conip.»iiy\ licet. 

Commenting on the ciiticiil 
year’s pi osp.els, tlv ( haiiman 
has said the yerii has stalled 
on an cncouiaging note. I he 
company’s Panama eaiiiei has 
been pul on one-yeai time 
charter at an altiaciive rjle. 
The thite handy si/cd hulk 
earners continue lo pLifoim 
well. 

Industrial Cables' 
Debentures Issue 

Induslnal C’abks (liuim) lid 
has ottered 100,0 0 13.5 

per cent redeemable si cured 
debcntuies of Rs 100 each 
to its equity shaiehoKUrs iri 
the proportion of one d« ben- 
turc foi every I(> equity shares 
held as on June .10, 1981. 

The company’s prekience 
shat'choldeis, deposiuus, busi¬ 
ness assoLiaks J\^\ LiiipKwee'' 
Will b.; allowed to participate 
in the d^bJiKuie isstr to the 
extent Jl IS not taken up by 
equity shaielioldcis I Ik de¬ 
benture capital ol nip'es one 
crore will be utilised loi nuct- 
^ itig long term working capital 
I requnements. 

I 
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The debenture interest will 
move up by one per cent if 
the company’s equity dividend 
during a year is higher lhaii 
14 per cent which is the average 
rate of dividend for the last 
three years. The company 
declared a dividend of 15 per 
cent last year ai d il is expected 
to maiiitain the divniend. 
Theicloie, it is pointed out that 
iiilerest on the debentures for 
tJie very fust year will be 14.5 
per cent. 

The company will, aftei a 
period of three yeais, re- 
pui chase at par debentmes 
upto Rs 10,000 lace viluc fiom 
each holder. I'he debenliiics 
will be ledeemed in tlnec 
equal instalnicnts at the er.J 
oi the Ttli, 81 h and 9ih ytai 
of the issue. 

Tata YodogrWd 

Ttie Diieelots <1 l.'ia 
Yodogawit ltd, projose lo 
mamlain llv equity d \id i.ds 
of 12 p •! cent foi 1980-81 
Sails Mid otiiei ineoims have 
iCLoided a margiiad meicase 
fioni Ks 8 30 eioics lo Rs 8 05 
eioies. 7’he piofit altei d p- 
iceialjor and taxation is placed 
at Rs 42 43 lakhs aga'nst 
Rs 40 36 lakhs. The imcst- 
ment allowance leseive g^ls 
Ks 10..S0 lakjis against Rs 22.62 
laklis 'J'he pioposed diM- 
dend wdl absoib Rs 22 99 
kikhs (Rs 29.99 lakhs). 

Bombay Tyres 

Bomba y Ty i es I nt e i nat uma 1 
ltd. has suileicd a set-back 
in Us op lalion loi the viar 
ciuieo Oclobti "0, 1980 'Al¬ 
though sales and otJiei inesuiie 
have gone up liom Rs 6/85 
cioies to Rs 73.89 eioiis ihc 
gri>ss pi edit has de.e|iried sliaip- 
ly liom Rs 2.16 cioies to 
Rs 93.54 l.ikhs. Th: dividend 
has been slapp d. 

AheT pi iw id nig Rs 1.68 eioic 
for iiiieiest a«ui issu,' e\pens,'s 
(Rs I 38 dole) and Rs 66 98 
lakhs foi depreci.Uion (Rs 
62.96 lakhs), th ‘le is a loss 
of Rs 141 c evre> against a 
profit of Rs 15.18 lakhs inth' 
pkc.dii g yeai. After lians- 
tcinng Rn 6.50 lakhs from 
devclopincnt rcbule userve 
(R‘‘ /.80 laklis) and taking ii to 
account the debit balance of 
Rs 1.90 ciores brought in a 


deficit of Rs 3.25 crores is 
carried forward. 

Il is explained that the com- 
piny’s operations were affect¬ 
ed mainly oecause of under¬ 
utilisation of capacity resulting 
from power cut to the tune of 
of 42 per cent throughtout 
the year. Labour unrest, in¬ 
discipline and go-slow tactics 
adopted by labour on several 
occasions have also lx*cn res¬ 
ponsible for the* sct-back in 
the company’s results for the 
year. 

FICOM Organics 

FICOM Organ'cs has an¬ 
nounced that it has com¬ 
menced commcrc al production 
and that the quality of mala- 
ihion (technical) is m accor¬ 
dance with ISl spceificatioi^s. 
The utilisation of the plant 
capacity was 85 per cent in 
May. Tnc comp my com¬ 
menced liial luris n March 
1981. 

The beiaid ot the company 
has also decided to cjuinge (he 
accounting year. The yc.M is 
to end on September 30 in¬ 
stead of on June 30. 

The net piofii of the 
Rameshwara Jute Mills Ltd 
has declined to Ks 16.46 lakhs 
for the ycarciidul March 1981 
from Rs 26 60 lakhs in the 
prevjoir yeai, atki pioviding 
Ks 20.33 lakhs (Rs 13.52 
lakhs) for dtpitciatiori, Rs 7.58 
lakhs (Rs 7.90 lakhs) foi in- 
\^c‘«tmcnt allowance leserve and 
Rs 12.00 lakhs (Rs 48.00 lakhs) 
for taxation. 

A sum of Rs 21,000 (Rs 2.41) 
lakhs being the income-tax 
refund has been taken into 
account. The taxable ordi¬ 
nary dividend has been reduced 
from JO per cent to five per 
cent, absorbing Rs 1.33 lakh 
(Rs 2.66 lakh). Afkr making 
adjustments a sum of Rs 14.74 
lakhs (Rs 25-75 lakhs) has 
been transferred to general 
reserve. 

Khandelwal Ferro 

Khandelwal Ferro-Alloys 
hop*s lo maintain improved 
performance during 1981. The 
Chairman, Mr Madanmohan 
Ruia, U’ld share holders at the 
annual meeting in Bombay 
recently that the working 
of both the Fcrro-MangaDCse 
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and Steel Tube’ Division of the 
company so far this year was 
quite satisfactory. 

Sales of fcrro-mangancsc’' 
division have amounted to 
Rs 3.99 crorcs during the 
first five months of 1981 
against Rs 3.23 crorcs in the 
corresponding period of last 
year. The company could not 
export ferro-manganese pro¬ 
ducts this year as there was 
no Surplus available for ex¬ 
ports after meeting the domes¬ 
tic requirements. 

The company’s steel Tubes 
Division has achieved a higher 
turnover of Rs 8.05 crosc 
during the first five months 
f>f 1981 against Rs 7.56 croics 
MI the comparable period of 
Iasi ycai. Of this, domestic 
sales have acctmnlcd for 
Rs 6.96 ciores (Rs 7 53 ciores). 
Fxpoits have betri considerably 
higher at Rs 1.09 croies against 
I upces three lakhs. 

Capital and Bonus Issues 

The lollowing companies 
have hem allowed to raise 
capital The details are as 
follows: 

Ronns Issue 

(I) M/S fxcel Giiiphics Pvt 
Ltd: F^s 100,000 ip fully paid 
equity shaics of Rs 500 each 
in latjo of 1:4. (2) M/s VoJtas 
I td: Rs 1.57,30,190 in 156,949. 
fully piiul equity shares ol 
Rs 100 each and 3,529 fully 
paid equity shares of Rs 10 
each m latio of J :4. (3) M/s 

Tde Mahabir Jute Mills Ltd; 
Rs 15.09,340 in fully paid 
equity shaies of Rs 10 each in 
the ratio of 1:1. (4) M/s Tide 
Water Oil Co (Jnoia) Ltd: 
Rs 1,2(X),(X)0 in fully paid 
equity shares of Rs 10 each 
in ijic latio of 1:1, 

Further Issue 

(5) M/S Union Carbii’e India 
Ltd: Public issue of secured 
debenluits of the total value 
of Rs ^ crorcs for cash at par. 

(6) M/s BASF' India Lid: Issue 
of 1,440,000 equity shares of 
Rs 10 each at a premium of 
Rs 15 p-T share for cash as 
rights lo the existing equity 
shareholders of the company. 

(7) M/s Hero Fibres Ltd: 
issue of 27,00,000 equity 
shares of Rs 10 each (inclusive 
of the equity capital of 
Rs 10,500 aJready raised) for 
cash at par. 
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The fme qiiallil!i of e¥eni 
UNISIMI coMe often begins 



where fhe^^^^cdble ends 
with the performcnice 


Even the most technologically advanced 
process does not have to mean the most 
superior power cable. What is really important 
is the capacity of the cable to perform- 
dependably and reliably, under even the 
most demanding conditions. Because a 
UNISTAR cable is not only a marvel of 
technology, it is a blend of the genius and 
dedication of the people who make it. 

Today, in industrial complexes, national 
power projects, state power stations and 
other industries, UNISTAR cables are a vital ,, 
pre-requisite. Because there is a UNISTAR 
cable for every need. 

Now, UNISTAR offers the highly superior, 
PEX (Crosslinked Polyethylene) Power , , 
Cables, in technical collaboration with ASEA ' 
>KABEL. Sweden. 


UNISTAR range of cables also include: 
Paper Insulated Power Cables. Thermoplastio 
and Elastomeric Cables. Railway Signalling 
Cables, Mining Cables, Airfield Defence 
Cables. Shipbuilding Cables. Quarry Trailing 
Cables. Lift Cables. Drill Cables and 
Locomotive Cables. 

UNISTAR—precision-engineered quality 
cables th^t stand the test of time. Always. 

For more information, simply write to us. 

UNIVERSAL CABLES LIMITED 

P.O. Birla Vikas, Satna-485005 (M.P.) 
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"Tkli l^eek 


August 5 

The CoDgrcss(U), already battered by 
the recent defections in Maharashtra, 
split mto two parties with Mr Jagjivan 
Ram and his supporters breaking away. 

A three-member military junta assu¬ 
med power in Bolivia following a success¬ 
ful putsch against the President. 

Solidarity's one-million-member War¬ 
saw branch shut down all but essential 
seivices in the Polish capital in strikes 
for more food. 

The Union Planning and I^abour 

Minister, Mr N.D. Tiwari, said that the 
Centre was not contemplating any mea¬ 
sure like wage freeze or impounding of 
^dearness allowance. 

August 6 

External Affairs Minister, Mr P.V. 
Narasimha Rao, told US Secretary of 
State, Mr Alexander Haig, that the arms 


supplied to Pakistan by the US would 
be used against India. 

The floor f.o.b. (free on board) and 

f.a.s. (free alongside ship) prices of mica 
flake/powder in two to less than 20 
mesh specification have been increased 
from Rs 1,000 to Rs 1,200 per tonne 

A review meeting of the full Planning 
Commission underlined the need for 
greater financial discipline in view of the 
severe pressures to which the economy 
is being subjected. 

August 7 

The Planning Commission envisaged 
an overall growth rate of 4.5 per cent in 
GDP during 1981-82 over and above the 
growth rate of seven per cent achieved in 
1980-81. 

The official wholesale price index for 
all commodities reached another peak at 


285.7 (provisional) during the week ended 
July 25. It has gained 6.2 points in July. 

August 8 

Mr N.D. Tiwari becomes Minister for 
Industry and Mr S.B. Chavan becomes 
Minister for Planning. 

Controlled cloth production has been 
limited to only three varieties—dhoties, 
sarecs and long cloth—under the revised 
scheme effective from July 1. 

Rajasthan Governor, Mr Raghokui 
Tilak, was divested of his office. Justice 
K.l>. Sharma, Chief Justice of Rajasthan, 
holds this office. Himachal Pradesh 
Governor Amin-ud-Din Ahmed Khan 
shifted to Punjab. A Rashtrapati Bhavan j 
communique announced also the ap¬ 
pointment of Mr A.N. Bancrjce as ' 
Governor of Himachal Pradesh. i 

August 9 

Chinese Prime Minister, Zhao Ziyang, 
arrived in Kuala Lumpur on a three-day 
official visit. 

US President, Mr Reagan has autho¬ 
rised the building of a neutron bomb, 
which kills by radiation but dt)es not 
destroy property. 

Memorial Services were held in Naga¬ 
saki for more than 70,(K)0 victims of 
the US atomic bomb attack on the city 
during World War II. 

August 10 

The textile export quota distribution 
policy for 1982 raised the share of past 
performance quota in the annual level 
for garments and knitwear by five per 
cent to 45 per cent. 

The Prime Minister, Mrs Indira Gandhi, 
addressing the UN Conference on New 
and Renewable Sources of Lnergy warned 
that the attempt to dominate world 
energy resources could only cause 
friction. 

Although most Western allies of the 
US reacted with deference to President 
Ronald Reagan's dccisii)n to build 
neutron warheads, Norway filed an 
official protest. 

August 11 

Iraqi frontline units attacked Iranian 

positions and concentrations in the 
Abadan area in the southern Iranian oil 
region. 

Bangladesh will receive a 88 million 
loan from the Islamic Development Bank 
(IDB) to help finance date palm oil 
imports. 
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Reshuffling the Jokers 


For many weeks,Cabinet Ministers in New Delhi have reportedly 
been siifTcring sleepless nights wondering whether they would 
be demoted or even kicked out altogether in the impending 
Cabinet rcshufllc. Mis Gandhi, according to the grapevine, 
was unhappy ^\lth Ihe poor performance of many ministries, 
and was determined to wield the axe. Mr Venkataraman was 
reputedly a hot candidate for beheading in view of his failure 1o 
control inflation. Dr Charanjit Chanana was supposed to be 
another prize contcndoi for the dust-bin. Mr Tail Singh's 
future was said to be in doubt. On the other hand Mr L.K. Jha 
was tipped for a Cabinet berth. And at one time even Mr Y.B. 
Chavan hoped for a “homecoming” back into the Cabinet. 

The actual outcome has been a terrible anti-climax. Mr 
Narain Dutt Tiwan has moved from Planning to Industry, and 
Mr S.B. Chavan from Education to Planning. This leaves Mrs 
Sheila Kaul, Minister of State, in independent charge of Edu¬ 
cation, while Dl Chanana has lost a similar status in Industry 
and will henceforth serve under Mr Tiwari. 

At the end of it all, one is left wondering what all the 
fuss was about. If indeed Mrs Gandhi was unhappy with the 
functioning of her team, the Cabinet reshuffle can scaicely be 
expected to turn her unhappiness into bliss. She had nobody 
but herself (and perhaps her son Sanjay) to blame for appointing 
a fairly colourless lot to the Cabinet. Reshufiiing a colourless 
lot is no formula at all for lending colour to her Government. 

What stands out like a sore thumb is t|iat Mr Rajiv 
Gandhi is not in the Cabinet. This is a disgraceful state of 


ai&irs. It is now common knowledge that Mr Rajiv Gandhi 
commands powers that can only be described as those of a 
Deputy Prime Minister And yet there is this elaborate pre¬ 
tence that he is not in politics, but is merely an Indian Airlines 
pilot occasionally helping Mummy. The pilgrimage of people 
high and low to 1, Akbar Road shows where the centre of power 
lies. Any person wielding power should derive that power by 
virtue of his office, not his relationship to his mother. Power 
must go with responsibility. Mr Rajiv Gandhi should be 
appointed Deputy Prime Minister, and made answerable to 
Parliament and the people for his actions. It is a damning 
indictment of the picsent political system that power has been 
so totally divorced from political office. And this, in a nutshell, 
is the reason for the poor performance of the Cabinet. If Mrs 
Oandhi has failed to provide a Govcinment that works, it is 
because people filling ofncial positions in the Government do 
not have the powers that should go with those positions. Those 
powers are exercised by aiiline pilots and sundry back-room 
boys. The political and constitutional system has degenerated 
into feudalism, where all power is concentrated in one or two 
hands and personalities matter more Ilian policies. 

It is no coincidence that the Cabinet has few men of demons¬ 
trable ability. Mrs Gandhi has never been enthusiastic about 
able men—^she has always regarded them as a threat to her own 
absolute superiority. And so she has quite cynically made do 
With second-raters who owe everything to her and would be 
nothing without her and arc therefore very unlikely to turn 
against her in any circumstances. Even the few able people she 
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has retained know that there is a line beyond which they care 
not tread, where merit and logic cease to be relevant and pure 
feudal patronage begins. 

Efficient Government requires millions of decisions to be 
taken at different levels by independent persons and bodies. 
Feudalism, on the other hand, requires that all decisions should 
be in the hands of only a few powerful persons. The latter 
system ensures absolute power, but at the cost of efficiency, 
morale and motivation. Reshuffling second-raters who already 
lack powers will not produce any remedies. 

At present, it seems most unlikely that we will return from 
feudalism to institutional supremacy. India has been well des¬ 
cribed as the empire on which the son never sets. But still there 
is some cause for hope. Mr Rajiv Gandhi is reputed to be 


keen on inducting men of ability into positions of power, both 
in politics and in the administration. He does not suffer his 
mother's acute distrust of ability, not yet at any rate. And so 
even while we will have to bear the inefficiencies of feudal rule, 
they could be mitigated by the individual calibre of the feudal 
underlords. Mr S.C. Mathur should make a far better Chief 
Minister in Rajasthan than Mr Jaganath Pahadia, for example. 
But it is depressing that the same policy has not been followed 
in other States, or even in the Centre. There is no dearth of 
able men in the country. Nor must such men necessarily be 
members of Parliament—even outsiders can al\^ays be inducted 
directly, and later regularised through a Rajya Sabha election. 
It is not enough to reshuffle a bunch of jokers. Many must be 
scrapped and replaced. 


Travails of Tea 


WiDr-iiANCjiN(, and judicious measures have been suggested by 
the two-day national meet convened a few days ago by i1k* 
Union M*inis(ry of (’’ommcrce to ameliorate the travails of the 
tea industry, so that it can continue to play its useful role in 
earning valuable foicign exchange for the country. The woes 
of the industry are attributable to three main factors. First, 
while there has been some marginal increase in the average auc¬ 
tion prices, the realisations compare unfavourably with those 
obtained in 1977, This year’s auction prices, of course, hasc 
been lower than during the corresponding period last year. 
Second, production cost escalations, particularly during the 
past 18 months, have been sharper. Whereas the average pro¬ 
duction costs exceeded the average auction prices in .some States 
in 1979, they were higher in all the States in 1980. Further in¬ 
crease in production costs cannot be ruled out this year. The 
losses of the tea estates, thus, will get accentuated. Third, 
while the excess supply in the world market has significantly 
depressed the London auction prices this year in comparison 
even with the last year, the domestic demand has not grown. 
Some relief has been provided in Central taxation, but this has 
not been helpful. In fact, the advance tax payments, which 
have to be made during the first two quarters of a year through 
borrowings, have tended to cast a higher burden as interest on 
borrowings has gone up. The tax burden in West Bengal and 
Kerala also has been enhanced. The cumulative effect of all 
this has been increasing sickness in the industry. 

Against this back-drop, it was only to be expected that the 
last week’s national meet would recommend fiscal concessions. 
It did so by recommending for a period of three years at least 
(a) substantial reduction in the excise duty and State cesses on 
tea, (b) grant of refund of indirect taxes paid on exports; (c) 
suspension of sales tax on auction teas; (d) payment of advance 
income-tax on the basis of income estimated to be generated in 
each quarter of a year, etc. It was also suggested that since the 
operation of the tea industry was agricultural, its credit require¬ 
ments should be met at concessional interest rates. Further, 
the movement by railways of inputs to tea gardens and of tea 



from there to the consuming centres should be streamlined. It, 
remains to be seen how far these recommendations will find 
acceptance with the Finance authoiities, particulaily at the States 
level. Both the West Bengal and Kerala Governments have 
been increasing the tax burden on tea. Along with some others, 
they have also pleaded financial stringency. The major burden 
of the relief, thus, ma\ have to be borne by the (^entre. 

While endeavours at the international level will have to be 
continued to regulate supply in the interest of improving unit- 
value realisations (these efforts have not yielded any worthwhile 
results so far owing to the unwillingness of the countries which 
have lately started developing their tea industries), it has been 
quite appropriately suggested tliat emphasis should be on pro¬ 
ducing quality teas and in value-added forms. The research 
and development efforts in these directions should be accele¬ 
rated. 

A regular dialogue between the industry and the State Govern¬ 
ments concerned in consultative committees to be set up for 
this purpose has also been suggested. But will this help ? It is 
not the lack of communication or dialogue between the industry 
and the Government which has resulted in the current sad state 
of affairs. The Tea Board has been serving as a forum for a 
regular dialogue. It consists of the representatives of the six 
principal tea-growing States of Assam, West Bengal, Tripura, | 
Tamil Nadu, Himachal Pradesh and Kerala and also includes 
representatives of Parliament, tea growers and manufacturers, 
exporters, domestic traders, consumers and other interests. This 
suggestion implies that either the Tea Boaid has not been func- • 
tioning properly or the Governments, both at the Centre and in i 
the States, have not been heeding in time the distress signals 
provided by it. What is called for is a material change in the 
attitude of the authorities concerned. The sympathy shown at 
the national meet needs to be translated into expeditious action. 
The tea industry is not only important from the point of view 
of exports but its health is of equal significance for the econo¬ 
mies of the concerned States which derive substantial benefits 
from it. 
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¥nfi ATioN HAS driven up the price of 
virtually every commodity except 
Mr Jagjivan Ram. }Ic must be stung by 
the unfairness of it all. Nobody has ever 
thought of linking the value of politicians 
to the cost of living index. He has gone 
through several voluntary devaluations, 
Tvetislcss marketable than ever before. 
Having just split the Congress(U), he has 
offered his cooperation to Mrs Indira 
Gandhi in solving national problems. 
Two years ago, such an offer would have 
been a political sensation. Today it 
produces only derisive laughter. Mr Ram 
has failed so badly to solve his own 
problems that he is of no use at all in 
solving national ones. 

He has journeyed from party to party 
in an attempt to increase his value, but 
finds to his amazement that it goes down 
with every change. In April last year, 
he deserted the Janata Parly to form the 
^Janata(J), which he claimed was the 
real Janata. But a few days later he 
deserted this real Janata for the Congress 
(U), which he declared was the “real” 
Congress. After more than a year in this 
party, he had still failed to get to the 
top, and this finally convinced him that it 
could not be the real Congress at all. 
The real Congress, as Suresh Ram and 
sundry call girls wch know, is the one 
beaded by Mr Jagjivan Ram. And so 
he has formed a brand new party to 
impress on the whole world this reality. 

Alas, the world remains wrapped up in 
maya, and is refusing to take cognizance 
of this reality. Mrs Indira Gandhi remains 
stubbornly under the false impression 
that her party is the real Congress. The 
Chief Election Commissioner, Mr 
^ Shakdher, and millions of voters share 
this misapprehension. Never mind, Mr 
Ram is willing to cooperate with Mrs 
Gandhi, no matter how unreal her 
Congress may be. 

bcqnomist 


Once upon a time, Mr Ram was 
regarded as the leader of India’s Hari- 
jans. That theory was never put to 
the test till 1980, and the election results 
showed how hollow his claim was. Since 
then things have deteriorated further. 
Looking at the mass conversions of 
liarijans to Islam, one can only conclude 
that the real leader of the Harijans today 
is the Shahi Imam of Jama Masjid. Some 
Harijans have embraced Islam, others 
have embraced Buddhism, but nobody 
has yet reported any mass conversions to 
Mr Ram’s new party. 

'personal ambition has been Mr Ram’s 
downfall. He is a proven and able 
administrator, and there was something 
heroic about his decision to break with 
Mrs Gandhi before the 1977 election. 
But he felt that for this heroic act he 
deserved nothing less than the Prime 
Ministership, and this obsession has 
driven him to the pitiable condition in 
which he find.s himself now. 

He campaigned in the 1980 election 
proclaiming that he was the only choice 
apart from dictators (like Mrs Gandhi) 
and defectors (like Mr Charan Singh). 
But after the election he had no hesita¬ 
tion in becoming a defector himself, and 
forming the Janata(J). On that occasion 
he declared that he was forming a 
third front against authoritarianism and 
ineffectiveness (meaning Janata). But 
he lost little lime in defecting to the 
uKimatc bastion of ineffectiveness, the 
Congress(U), and proposing a merger 
with the bastion of authoritarianism, the 
Congress(I). And so he himself has 
become a pathetic amalgam of defection, 
ineffectiveness and authoritarianism, and 
all in search for personal power. 

^hc controversy over the conversion of 
^ Harijans to Islam has produced its 
fair share of nonsensical argument. But 

313 


I have yet to see anything exceed the 
outpourings of Swaml fiudhananda, 
Secretary of the Ramakrishna Mission in 
Delhi. He has urged Harijans not to look 
only at the dark side of the picture, and 
to consider what blessings have been 
given them by Hinduism. This reminds 
of the Androcles trying to cheer up his 
fellow prisoners before being fed to the 
lions. “Look at the brighter side of it,*’ 
he said, “At least the lions will have a 
good meal.” Swami Hudhananda says, 
“Let me have the joy of presenting to the 
Harijans the incomplete list of their 
blessings.” One of these is that thousands 
of temples are open to Harijans, and “the 
day is not far off when they will be 
allowed inside all temples.” 

^hc condescension of tone in this 
is astounding- it is apparently a 
blessing for Harijans to have even 
a partial right to enter places of 
woiship, something that is the automatic 
right of every Muslim or Christian 
whether he is a sw'eeper or a sage. 
Another major blessing is, according to 
the Swami, that untouchahility has ^en 
abolished by law, though he confesses 
that this docs not work fully in practice. 
But uniouchability docs not exist, cither 
in law or in practice, in Christianity or 
Islam. Again, Swami Budhananda dec¬ 
lares that it is a blessing that any Harijan 
can aspire to the highest post in the 
land, even the President. But so can 
any Christian or Muslim, and two 
Muslims have in fact become Presidents. 
If Swami Budhananda really regards 
these are blessings, one can only say that 
Mu.slims and Christians arc triply blessed, 
as they have all these rights in such 
abundance. 1 can scarcely think of a 
better argument in favour of mass con¬ 
version. 

—^Swaminathan S. Aiyar 
AUGUST 14, 1981 
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YEARS (X* INDEPENDENCE 

THE FRUITS AND THE FUTURE 

□ we have built the foundation of a 
modern self-reliant economy. 

□ we have achieved self-sufficiency in food, 
diversified our industrial structure and 
made significant progress in 
science and technology. 

By 1985 

we aim at lifting one-sixth more of the people 
above the poverty line and provide sale drinking water 
to all the problem villages. 

And by 2000 

eradicate leprosy and reduce birth rate from 36 
to 21 per thousand. 

'THE DAY WILL DAWN. HOLD THY FAITH FIRM’ 

(Rabindranath Tagore) 
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Day-Dreams of Ku-babul 

B* B. Vohra 


It is hardly necessary for me to dwell at 
length on the many qualities of the 
Ku-babul which, by all accounts, is a 
miracle tree. According to two extremely 
informative articles by Mr Pran Chopra 
which 1 have just read, this tree can grow 
in all kinds of soil, and once established, 
can also successfully face drought condi¬ 
tions. Its leaves and shoots are rich in 
protein and highly suitable for use as 
fodder. ft grows very fast and also 
possesses impressive regenerative capacity, 
before it is half a year old, its leaves and 
branches can be harvested as fodder and 
it can be harves ed thereafter every 40 
days or so. An acre of low quality land 
under the Ku-babul cm yield enough 
green fodder for a couple of cattle from 
trees planted on the mirgins or for 
shade while the bulk of the plot can 
still be used for farming. 

This trte is also a prolific producer 
of wood, whether foi use as timber or 
fuel. Its wood makes very good charcoal 
and can also be converted into pulp. 
However, unlike certain other quick 
growing trees, the Ku-babul does not 
-Exhaust the soil but, on the other hand, 
enriches it on account of its nitrogen- 
fixing qualities. The dry leaves of this 
tree can also be used as fertiliser. 

Profitable Forestry 

For all these reasons the Ku-babul 
can form the basis of a profitable forestry 
and animal husbandry industry even 
on soils of poor quality. According to 
certain studies even an acre of degraded 
land can, if planted with this tree, yield 
a net yearly income of Rs 3000. What 
this means is that even an acre of 
degraded land can, if planted with this 
tree, maintain a family at a level above 
the poverty line. 

The implications of what Mr Chopra 
i|lias said are so far-reaching and promis¬ 
ing that it is impossible not to feel 
excited over them. It would indeed 
appear that wc have suddenly found the 
key to the conversion of what are un¬ 



doubtedly enormous liabilities into equally 
enormous assets. Our economy is today 
weighed down by hundreds of millions 
of the rural poor, most of whom arc 
under-employed or unemployed and have 
no access to productive assets. It is 
also weighed down by unbelievably large 
areas of degraded lands which are either 
completely unproductive or only margi¬ 
nally productive. What is, however, 
even more serious, is the fact that these 
ureas arc susceptible to increasing degra¬ 
dation as time passes and therefore place 
an increasingly bigger burden on the 
economy on account of the losses which 
they cause, mainly by way of damage to 
expensive storage capacity, and through 
recurring floods brought about by the 
erosion of the top soil. 

Excessive Run-offs 

These lands cause loss of very large 
quantities of water on account of exces¬ 
sive run-off from denuded surfaces. Such 
losses are by Ihcir very nature difficult 
to quantify in the absence of any price 
tag on our non-renewable resources of 
soil and on our renewable resources of 
water but there is no doubt that they arc 
of the order of several thousands of 
crores of rupees every year. It is not 
difficult to imagine the difference that it 
will make to our economy and to our 
prospects as a nation if wc can turn out- 
degraded lands into productive assets 
capable of providin'^ gainful employment 
to millions of impoverished families. 

Let us for a moment look at some 
figures and indulge in some pardonable 
day-dreaming. As we all know, the total 
area of degraded land in the country is 
as much as 175 million hectares. Of 
these, about 87 million hectares belong 
to the category of agricultural lands with 
which we need not concern ourselves 
today. The remaining 88 million hec¬ 
tares must, however, engage our atten¬ 
tion because they comprise non-agricul 
tural lands—either denuded forests and 
pastures (48 million hectares) or cultural 
wastes and fallows (40 million hectares). 


It is obvious that the best way of 
putting these 88 million hectares of un¬ 
productive lands to work, not only for 
their own good but also for the good 
of the economy as a whole, would be 
to place them under the most economic 
cally and socially attractive trees and 
grasses they can support. 

Enormous Benefits 

Assuming that all these 88 million 
hectares can indeed be planted with the 
Ku-babul (or other species of similar or 
even better qualities) and also assuming 
that the figures quoted in Mr Pran 
Chopra’s articles would hold good for 
all these areas, the additional income 
that could be thus geneiated would be 
of the order of Rs 66,000 crores per 
annum or nearly twice the present level 
of income from the entire agricultural 
sector. Hven if these figures are dis¬ 
counted heavily, it would seem that we 
today have within oui reach the means 
to tackle all our problems of poverty 
and unemployment. We would also 
seem to have the answer to the energy 
problem, thanks to the enormous amount 
of fuel wood and biomass which would 
become available from the rcclothing 
with vegetation of an area as large as 88 
million hectares. 

How this day-dream can be converted 
into reality is one of the major questions 
that we must ask ourselves. Obviously, 
the degraded lands on which this wonderful 
tree can thrive must be quickly identified 
and planted on a time-bound basis. In 
order to ensure that such plantations are 
maintained and made full use of, suitable 
areas of land must be given, preferably on 
a long lease basis, to families who will live 
and work on them. Such families must 
also be helped to take to animal husban¬ 
dry and dairying by providing them with 
suitable inputs and infrastructural sup¬ 
port. I’he magnitude of the work before us 
is so vast that unless we draw up a well 
considered strategy to tackle it, we will 
not be able to make full use of the oppor¬ 
tunities which this tree has opened up. 
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Economic Analysis 

Black Money and Inflation 


Ini-la'Hon is often defined as a situa¬ 
tion where too much money chases 
too few goods or as Milton Friedman 
would put it, a steady and sustained 
rise in prices. In our country, infla¬ 
tion is both cost-push and demand- 
pull, Measures for control of inflation 
can take either of the two forms: 

(i) control of Money Supply; or 

(ii) increase in production including 
that of wage goods. This solution of 
the problem is firmly rooted in the 
Quantity Theory of Money. The belie¬ 
vers in this theory hold that the Prices 
(P) and Money Supply (M) generally 
move together, though not in perfect 
concordance. Prices and Money Supply 
are directly related when output 
remains the same or almost the same 
at a high level of employment. While 
this position can be true of devc’opcd 
countries where unemployment is 
usually not of a very high level, in 
under-developed countries, it is diffi¬ 
cult to talk in terms of a high level of 
employment or near-full employment. 
What is usually done is to relate P and 
M via full capacity output. It is also 
held by the exponents of the Quantity 
Theory that Money Supply and flow 
of national output arc similarly related 
through the income velocity of money 
(V), the dimensional constant, in the 
Qunatity Equation of Exchange MV = 
PQ, Where Q represents the real ONP. 
The assumption here is that the velo¬ 
city of circulation of money is reason¬ 
ably constant or atlcast subject to 
predictable changes.* No doubt it is 


*In this connection P A. .Siniiielson says, 
‘'The RMdcliffe C'. mmilicc hoard much con¬ 
vincing lesiiinony to shew ihjil there existed 
n 1 invariable velocity of circulation of money 
to enable one to pied ct (iNP accurately frorri 
the mjiKv supply alone. In effect thcnRad- 
cliffe ca;>b|js! cd the falsity of Tobin’s third 
^ propo.iiion ih.it M mey alone matters. 
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understood that Money Supply is a 
stock magnitude whereas GNP is a 
flow magnitude and these two diffe¬ 
rent species of magnitudes cannot be 
directly related, other than through a 
third magnitude (V). 

The Reserve Bank of India uses 
four concept.s of Money Supply M„ 
M 2 , Ma, and M* each representing a 
different order of liquidity. Rut for 
the purpose of changes in Money 
Supply, RBI has been placing reliance 
only on Mi and M,; the ‘narrow’ and 
‘broad’ definitions of Money Supply. 
These are also called the ‘Money 
Supply with the Public* and the 
“Aggregate Monetary Resources”. 
While the former includes currency 
with the public, demand deposits with 
the banks and other deposits with 
RBI, the latter is more inclusive and 


includes, besides the components of 
M^,timc deposits with the banks as 
well. 

Till 1978-79, the changes in Money 
Supply were being discussed by the 
RBI in terms of M,, it is only from 
1979-80 that changes in Money Supply 
arc presented in terms of Mj. There¬ 
fore for the purpose of comparison 
of the changes Is Money Supply and 
changes in price we may use both 
these magnitudes. Table I seeks to do 
this. 

In Table J, a time lag of one 
year is assumed for the changes in 
Money Supply to impinge on this 
prices of articles that go into the 
Wholesale and Consumer Price Indices, 
During the period 1975-76 to 1979-80. 
the average yearly increase in Money 
Supply in terms of both M^ and M. 


Tabll I 

Change in Money Supply (Mi and Ms) and Changes in Prices- Wholesale and 
Consumer Prices- over the Previous Year—1975-76 to 1980-81 



Percentage Changes in 
Money Supply 


Percentage changes 
in prices 





Wholesale Price Index 
(1970-71 100) 

Consumer 
Index (1960 

Price 
= 100) 


M, 

M. 

Food 

articles 

All Com¬ 
modities 

Food General 

1975- 76 

1976- 77 

11.27 

20.25 

14.99 

23.58 

16.19 

11.99 

12.16 

9.09 

1977-78 

14.72 

18.44 

4.24 

0.30 

1.20 

2.88 

1978-79 

19.81 

21.87 

(-) 1.17 

4.59 

1.48 

3.42 

1979-80 

11.99 

17,80 

11.17 

21.40 

12.90 

12.34 

1980-81 



15.23 

16.37 

12.72 

9.38 

Average of 
five years 

21.19 

38.32 

10.67 

13.17 

9.32 

8.53 
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has been very high; the increase is 
seen to be much higher in Mg. No 
doubt, it IS difficult to relate changes 
in Money Supply to changes in prices 
on a year-to-year basis. All the 
same, it is noted that the average 
annual increase in wholesale and 
consumer prices has been much less 
than the average annual increase in 
Money Supply. 

The growth in Money Supply has 
to be related to the growth of National 
Income (or the Gioss National Pro¬ 
duct). If both these magnitudes grow 
in the same proportion, tither things 
remaining the same, the prices aie not 
likely to fluctuate widely. Any dispro¬ 
portion can bring about changes in 
prices and consequently aggiavate the 
inflationary situation The percentage 
changes in National Income and Mone¬ 
tary Resources during the last five 
years are indicated in Table 11 

While the National Income at cons¬ 
tant prices inci eased on an aveiagc by 
4 40 per cent during 1975-76 to 1979-80 
the Money Supply computed in terms 
of Ml and Mj increased by 21.19 and 
28.32 per cent respectively. Even at 
current prices, the National Income 
grew only at 10 76 per cent, while the 
monetary resources grew at a much 
faster rate, bven when the National 
Income declined by 4 5 per cent during 
1979-80 from the previous year (1978- 
79), it IS noted that there has been a 


substantial increase in the Money 
Supply. If the income velocity of 
money is assumed to remain reasona- 
abiy constant an assumption made by 
quantity iheonsts—such increases m 
Money Supply arc apt to push up prices 
substantially 

According to the Reseivc Riink of 
India* the 11 come Velocity of Money 
(V) declines wIkh the average Money 
Supply (M), increases more than the 
nominal national income There 
has been a decline of 5 to 8 pci cent 
per annum in the value of V. This 
points to the need for regulating the 
Money Supply keeping in view the ex¬ 
pected rate of growth of Gross Natio¬ 
nal Product Anv increase in Money 
Supply year after year in excess of 
what is actually warranted by the 
giowtli in Gioss National Product can 
also result in a ‘base drift* leading to 
cumulative increases in Money Supply 
which can only aggravate thcdispio- 
poition between the Money Supply 
and Gross National Product. Ihis 
would have a snow-balling effect on 
prices. 

The Quantity Theory of Money as¬ 
sumes the constancy of Velocity of 
Circulation of Money (V), therefore P 
must change in exact pioportion with 
changes in M Howevei, empirical 
investigations have shossn that V docs 


♦Report on Cut I cm. V and 1-inante VdI I 
t979-80 p «I 


Table II 

Gross National Product and Monc} Supply Changes 


Year 


Percentage Increase in National 
Income over the Previous Year 


Percentage Incieasc m Monetary 
Resources over the Previous Year 



At constant 

At current 


M, 


prices (1970-71) 

prices 



1975-76 

9.59 

5.11 

11.27 

14 99 

1976-77 

1.52 

8 50 

20.25 

23 58 

1977-76 

844 

12.92 

14.72 

18.44 

1978-79 

5 89 

7.18 

19 81 

21 87 

1979-80 (- 

~) 4.51 

11.41 

11.99 

17 80 

Average of 
five years 4.40 

10.76 

21 19 

28.32 


tl 


not lemain constant, but is subject to 
piedictable changes. If that is so P can 
not vary in strict proportion w itL chan¬ 
ges in M A knowledge of changes in 
Vv\illhclpus to predict short term 
changes in P, when M is given. In 
other woids, if V becomes predictable, 
then P also can be predicted with rea¬ 
sonable accuracy, other things remain¬ 
ing the same 

In the studies b> Prof Friedman and A. 
Schvvaitz in the USA and Prof Walters 
in the UK inflalnnaiy price expecta¬ 
tions have been suggested as an expla¬ 
nation lor the rising Income Velocity of 
Money in the posl-wai years The 
declining Velocity ol Money observed 
in recent years in our country, there- 
lore, would need to be explained in 
lei ms of otlKi faclois This is not to 
deny that V can change with changes 
in the state of the economy, habits, 
attitudes, iclaliscdisiribution of Money 
Supply and income classes etc. But the 
last five years have not witnessed any 
diainaliL dcvclopmenUapablc of bring¬ 
ing about changes in V One thing is 
obvious, people do not economise on 
their monc*y balances as wc would ex¬ 
pect them to do 111 art inflationary 
situation 'I his IS because they arc not 
icquiied to do so The reasons arc 
not far to seek 

The phenomenon ol declining V 
can be explained in terms of the exis¬ 
tence of the so-called ‘black' or ‘un¬ 
accounted’ monev in the economy. 
This nu)nc> cannot be ‘active’ (in the 
usual sense of the Icim) and has to be 
‘idle’foi large pail of the >eai on ac¬ 
count of its very nature As such the 
fdctois listed eailier as having an in¬ 
fluence on the money baJaiiecs held 
cannot influence ihe holdcis in any 
raanrer It is this ‘idle' money that 
pulls down the Veloeit> of Circulation 
of Money (V) How docs this happen? 

The cash balances usually held can 
be deemed to composed of two 
diffcicnt calegoiies of money: (a) an 
iiiceluciblc minimum of ‘white’ money 
which IS held as a medium of exchange 
and a unit of account (money is of no 
moic use as a stoic of value than a 
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1 sieve IS for holding water), (b) a sub 
} stantial volume ol 'black’ money As 
X the ‘black’ money cannot find its way 
to bank vaults nor can it be invested 

Tahli Jll 

Different Measures of Velocity of Circu¬ 
lation of Money 1950-51 to 1979-80 


without attracting the long arm of law. 
It remains with the holder, and circu¬ 
lates in a clandestine manner to finance 
shady deals oi is spent on goods and 
stiviccs of all kinds 

An increasing tiend in prices has to 
icsult in a contraction of the money 


i 

V, 

Vj 

V. 

crease in the Velocity of Ciiculalion of 
Money It is also well-known that the 

t ] 950-51 

4 64 

4 00 

884 

amount of money an individual must 

1 195I-S2 

5 25 

4 45 

9 84 

hold at the prevailing prices is some- 

1 1952-51 

5 28 

4 39 

10 47 

what stable 1 ollowing the authors of 

I 195J-54 

5 46 

4 54 

10 75 

the Cambridge Lquation ol F xchange, 

t 1954-55 

4 69 

3 85 

10 32 

the money stock held can be looked at 

t 1955-56 

4U 

3 62 

9 40 

as a fixed piopoition of income or 

t 1956-57 
t 1957-58 
t 1958-59 

4 78 

3 90 

9 3S 

expcndituie duimg a yeai But usually 

4 65 

3 55 

8 94 

a laigc 1 pioportionis held by him to 

5 00 

3 63 

9 26 

meet unfoieseen eventualities This is 

1959-60 

4 81 

3 37 

8 75 

the situation which we came across at 

1960-61 

4 87 

3 53 

8 86 

noimal times But the existence of 

1961-62 

4 85 

3 4S 

8 63 

‘unaccounted’ money or ‘black* money 

1962 6^ 

4 75 

3 45 

8 10 

changes the picture altogether Almost 

1963-64 

4 79 

3 56 

751 

the entile ‘v\hiie’ money in the posses- 

1964-65 

5 17 

3 84 

7 45 

sion of an individual finds its way to 

1965-66 

4 82 

3 56 

6 35 

banks e^r is invested with a view to 

1966-67 

5 10 

3 70 

5 87 

eaining a high rctuin and the liansac- 

1967-68 

5 53 

3 96 

5 90 

tions demand r largely met liom 

1968-69 

5 24 

3 64 

561 

‘black’ money The ‘black’ money and 

1969-70 

5 24 

3 59 

5 40 

the ‘while’ money in the cash balances 

1970-71 

5 10 

3 44 

10 

held become indistinguishable In this 

1971-72 

4 78 

3 16 

4 54 

‘total balance, the component of 

1972-73 

4 ^6 

2 95 

3 88 

‘white’ money can be very small oi 

1973 74 

4 92 

3 15 

3 54 

even nil 

1974-75 

544 

3 35 

3 36 

Thus most of the money balances 

1975-76 

5 19 

3 11 

3 34 

kept arc only ‘black’ money Ihcse 

J 1976-77 

4 76 

2 76 

2 86 

money balances arc not in any way ic- 

t 1977-78 

4 55 

2 58 

2 63 

latablc to Output (Q), Money Supply 

? l978-7‘> 

4 12 

2 28 

2 35 

(M), level of per capita income (wealth 

1 1970-80 

4 n 

2 17 

2 02 

or the rate of interest, as is the case 


N B : These values have been worked- 
out from the data given in ‘Money 
Stock and its Components in India, 
1950-51 to 1979 80—A Statistical Ac¬ 
count by A \ asudevan in the l/ulian 
Eiommu Jounialy Vol 28, lulv-Sep- 
tember 1980, Vol I 
The values ot Vj given above have 
been worked out from the Gi oss 
National ProduLt at factoi cost at 
1970-71 prices Hence values of 
upto 1970-71 are not comparable with 
the values of Vj and Vj 


With ‘wink’ money The individual 
holders ol this money wants to get nd 
of the black* money and thcicfoic 
spends the same in all conceivable ways 
I ach spendci is happy that he is re¬ 
ducing the cash balances with him, but 
for the community or country as a 
whole, this poses a dillcient problem 
When a laigc number of individuals tiy 
to spend more than they are receiving. 
It results in bidding up the puces of 
all goods and services This rise in 
piiccs, though resulting fiom the ‘black’ 
money getting into circulation, affects 


the ‘white’ money holder adversely, f 
while the black money holder suffers J 
only very marginally. 

The ‘white’ money holders experience f 
a 1 eduction in then real money ba- x 
lances, while the ‘black’ money holder i 
is left virtually untouched (because of x 
the large volume as well as the ‘source’ f 
of its accrual, he docs not feel the I 
pinch) In other words, a negative f 
Pigon I ffect Ol rcal-balancc-cffcct is ex- T 
pcricnced by the ‘white’ money holder f 
(ills ‘real money balances’ contiact as a 1 
result of I ise in prices necessitating a re- f 
plenishmentot the existing balance With T 
increasing prices, the money balances ^ 
held have to increase over time to com- I 
pensate for the depreciation in the value T 
of money or the loss of pui chasing ♦ 
powci ) This strains the economy of i 
the individual who has only the ‘white’ \ 
money with him The existence of 
a substantially large volume of ‘black’ 
money, however, does away with the 
need to economise on the cash balances 
(as the dilfcrcnce between white and 
blcick no moie exists) 


In othci words, those who have large 
amounts of black money along side 
‘white money’ do not have to econo¬ 
mise on their money balances The 
plentiful supply of cash balances made 
possible by the existence of ‘black’ 
money leads to a reduction in the Velo¬ 
city of Ciiculation of Money even when 
the prices show an inflalionaiy ten¬ 
dency In othcT words, the fraction of 
income held as cash balances is sup¬ 
plemented by a large chunk of ‘idle’ 
black money with almost zero velocity. 
V being a weighted avciage of the velo¬ 
cities of this ‘idle’ and ‘active’ ba¬ 
lances, the near-zero velocity of the 
‘idle’ balances pulls down the average 
Velocity of Circulation of Money (V) 
With more and more ‘idle’ money in 
the cash balances, V icgisters a dec¬ 
line year after ycai This is the pheno¬ 
menon that IS being observed in our 
country from 1974-7*’ The ‘idle’ 
money balances referred to above re¬ 
present a different dimension, in the 
total money circulating in the economy, 
which we called ‘BLACK MONEY’, 
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In the Nation 


The 1981-82 Plan Tasks 


That iUE Union Government is not 
oblivious of most of the points of criti¬ 
cism of the Indian economy contained 
in the latest world development report of 
the World Bank is obvious from the 
relative emphasis placed in the Sixth Plan 
in general and this year’s Plan in parti¬ 
cular on the growth progiammcs of 
various sectors. While applauding India's 
l^ndeavours on the food and some other 
fronts — import substitution and diversi¬ 
fication of the industrial sector, for 
instance the World Bank's report is 
highly critical of the Indian performance 
in the cfucial infrastructure areas and 
for the continuing lag in cxpoils com¬ 
pared to the potenlial that has been 
generated over the years. It appreciates 
that India's GNP grew by an average 
3.4 per cent per annum between 1964-65 
and 1972-73 and 4.3 per cent in the 
subsequent live years, despite the sharp 
rise in oil pi ices, and attributes this 
“considerable achievement” to both 
/'hort-term and long-term measures 
adopted, the most significant of them 
being those concerning agricultural 
development. It notes with satisfaction 
that foodgrain imports have been virtually 
obviated. Along with the migrants’ 
remittances estimated around $ 2.4 
billion in 1980—, the almost three per cent 
average annual growth in the production 
of foodgrains during the 1970s, the report 
observes, has enabled India to pay for ex¬ 
pensive oil without curbing other imports. 

Wholesome Results 

India’s policy of import substitution, 
similarly, has yielded wholesome results 
in diversifying the industrial sector. 
Equally significant has been the fact that 
the substantial increase in investments 
during the last two decades has been 
^nanced by domestic savings. But still 
the report pertinently points out that in 
industry, the extra investments have not 
produced a more rapid growth which 
could be possible. This is attributed 
partly to sluggish increase in domestic 


demand and the fact that the Indian 
industry benefited little from exporting 
to world markets. The other factors 
responsible for this are stated to be: (i) 
restrictions under industrial licensing on 
the entry of new lirms into some indus¬ 
tries; (li) limitations on the expansion 
of the existing concerns; and much more 
significant; (iii) infrastructure constraints. 
The report further says that the nearly 
seven per cent growth in exports during 
the three yeais to 1978-79, following a 
measure of trade liberalisation, is indi¬ 
cative of the potential of the manufactur¬ 
ing industry of complementing an increas¬ 
ingly buoyant agricultural sector, laising 
exports, restraining imports and elfecting 
flexible adjustment to external shocks. 
This potential is not being fully exploited 
to raise the ovcnill growth in the gross 
national product I he result lias been 
that whereas the growing countries have 
been having an annual growth rate of 
9/10 per cent in their GNP in the recent 
years, India comes nowhere near. 

Improving Infrastructure 

In line with the overall strategy of the 
Sixth Plan, the current yeai's Plan 
endeavours precisely what is implied in 
the above criticism mitigation of the 
rigours of infraslruclure constraints and 
fostering agricultural development further. 
The sectoral allocations in the 15 3 per 
cent increased public sector oullay of 
Rs 17,417 crorcs during this year have 
been made keeping in view the impciative 
need to augment infrastructure facilities, 
including doineslic capacities in critical 
areas, and to maximise the growth poten¬ 
tial of the economy. The oullay for the 
energy sector (power, petroleum and 
coal) has been stepped up by more than 
21 per cent to Rs 4,821.87 crores and 
that for transport and irrigation sectors 
by over 12 per cent each to Rs 2,294.46 
crores and Rs 2,006.80 crores, respec¬ 
tively. On the whole, these three infra¬ 
structure sectors account for nearly half 


of the total current year’s Plan outlay. 
Special emphasis is being placed on 
speedy completion of the on-going pro^ 
jects so as to secure early returns. Efforts 
are also to be made for fuller utilisation 
of the existing capacities in these three 
areas. New investment has been pro¬ 
vided on a selective basis from the longer- 
term point of view. 

Rural Development 

High priority has as well been ac¬ 
corded to integrated rural development 
and the special programmes for the 
weaker sections of society, particularly 
the target groups below the poverty-line. 
It IS proposed to cover three million 
families under the special programmes 
duiingthe current year with a view to 
raising them to above the poverty-line. 
Each block in the country is to be pro¬ 
vided Rs 6 lakhs towards meeting the 
subsidy element of these programmes. 
This will supplement credit from banka 
and other financial institutions. The 
outlays for rural development and 
special piogiammes have been increased 
to Rs 1 , 019.09 crores and Rs 270.09 
croies from Rs 872.77 crores and 
Rs 180.21 crorcs in the 1980-81 Plan ; 
they exceed significantly even the higher 
cxpendituic incurred on them last year 
to the order of Rs 960.13 crores and 
Rs 224.01 ciorcs Agriculture receives 
an outlay of Rs 1,043.47 crorcs as against 
Rs 966.23 crores allocated in 1980-81 
and the actual expenditure during this 
year around Rs 999.38 crores. 

Science and technology is another 
area for which the outlay has been 
raised substantially to Rs 153.33 crores 
from Rs 120.75 crores allocation and 
Rs 108.99 crorcs estimated expenditure 
last year. Industry and minerals have 
been provided Rs 2^686.45 crorcs, as 
against Rs 2,277.29 crores allocation and 
Rs 2,234.2 crores expenditure in 1980-81. 
The outlays for communications, infor¬ 
mation and broadcasting and social 



Selected Targets 


services have been increased to Rs 573 06 
crores and Rs 2,412 66 crorcs from 
Rs 503.03 ciorcs and Rs 2,229.05 crorcs 
in the last years' Plan out of which the 
expenditure incuircd was Rs 10S99 
crores and Rs 2,096 S4 crorcs The 
anticipated expenditure in the energy, 
transpoii and irngaiion scctois at 
Rs 3,893 39 crorcs, Rs 2,008 19 cioies 
and Rs 1,800 17 cioics last year fell 
marginally short of the allocations of 
Rs 3,971 86 croics, Ks 2,041 P crorcs 
and Rs 1,824 54 crorcs. 

While agricultural taigcls—foodgrains 
138 ^ nullion tonnes, oilseeds 11 ^ million 
tonnes, sugaicanc 182 million tonnes, 
cotton S 4 million bales and jute and 
mesta 8 4 million bales—envisage rccoid 
harvests this year, production in the key 
industiies is anticipated to grow as given 
in table alongside 

The overall growth in the gross domes¬ 
tic product planned foi the current year 
is 4.5 per cent over .ind above the 7 per 
cent giowth achieved in 1980-SI 7he 

exceptionally high rate ol growth last 
year, of course, was due to the tact that 
the peiformancc in 1979-80 was ad¬ 
versely affected by di ought 1 he domestic 


Industry 

Coal (million tonnes) 

Lignite (million tonnes) 

Crude Oil (million tonnes) 

Saleable Steel (million tonnes) 
Cement (million tonnes) 

1 ertilisers (’000 tonnes) 

(a) Nitrogenous 

(b) Phosphatic 
Papei and Paper Board (000 tonnes) 
Newsprint (W) tonnes) 

C ommercial Vehicles (000 units) 
Sugar (million tonnes) 

Vanaspati (lakh tonnes) 

Consumci Fkctronics (Rs crores) 
Industiial I lectronics (Rs crores) 


*Rclaies to Neyveli Lignite Corporation 

savings latc at current prices is to be rais¬ 
ed this year to 22.5 per cent of the GDP 
and investment rate (including inflow of 
funds from abroad) to 24 3 pei cent The 
two rates last year were 21 2 and 21 8 
pei cent, respectively. 


1980.81 

1981.82 

Anticipated 

Achievement 

Target 

1140 

121.0 

5 1 

5.8* 

10 52 

16.84 

7.78 

8.77 

185 

22.0 

21^0 

3200 

830 

925 

1100 

1200 

48 

70 

71 

85 

5.1 

6 ' 

7.47 

7.75 

234.5 

295 

145 

175 


Taking peilinent note of the persistent 
inflationary tiends and the sharp deterio¬ 
ration in the balance of payments posi¬ 
tion, the 1981-82 Plan envisages concerted 
efforts at raising production in general 
and of essential items of mass consump- 
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tion and basic raw materials in particular, 
supplementing domestic supplies by 
imports wherever necessary, containing 
K ihe expansion in money supply and deficit 
financing, checking hoarding and other 
anti-social activities, etc, and enlarging 
exports through various measures. But it 
cautions that it may not be possible to 
immunise the economy from the inflatio¬ 
nary pressures and the utmost that can be 
done is to keep these pressures under 
strict control. Similarly, regarding balance 
of payments, the situation will require 
constant vigil. 

Government Anxiety 

V All this is an eloquent testimony of the 
anxiety of the Government to improve the 
performance of the economy and foster 
growth. The criticism of the World Bank, 
thus, is not wholly justified. The World 
Bank experts seem to have ignored some 
inherent difficulties in pushing up growth 
rates in large-sized developing democratic 
countries, subject to all sorts of internal 
as well as external pressures. Their efforts 
at comparing India’s growth with such 
small countries as Hong Kong and Singa¬ 
pore, even South Korea and Taiwan, are 
hardly justified. It also cannot be deneid 
that external assistance to India in the 
recent years in per capita terms has left 
^much to be desired. Economies like 
India's do need structural adjustments, 
not only in the overall interests of faster 
development but also of external trade. 
The endeavours at ushering in a new 
world order are directed towards this ob¬ 
jective of the Third World. The impedi¬ 
ments being placed by the developed 
nations, who are more anxious to safe¬ 
guard their own interests, in the way of 
the above efforts are too well-known to 
be dwelt upon here. 

India, of course, needs to take advan¬ 
tage of the diversification in its industrial 
sector, as suggested by the World Bank. 
Some efforts have been made in this direc¬ 
tion in the recent years, as should be evi¬ 
dent from the growing number of Indian 
joint ventures abroad as well as the turn- 
I key projects which have been secured in 
West Asia, Africa and South-east Asia. 
But a lot yet remains to be done to ex¬ 
ploit the potential available. The regula¬ 
tory measures in this regard and also the 



rigorous licensing procedures concerning 
MRTP companies and large houses too 
need a fresh look. It, however, is doubtful 
that large investment funds from abroad 
can be attracted on private account, as 
desired by the developed countries. The 
pace of foreign investments has not pick¬ 
ed up despite the liberalisation measures 
taken in the recent past. India, of course, 
has started taking resort to commercial 
borrowings from the international mar¬ 
kets. But the high interest rates are not 
always suitable, for India primarily needs 
funds for infrastructure areas where the 
return cannot be high. 


Capital Formation in 
the Private Sector 


Thi: National Institute of Public Finance 
and Policy has recently completed a very 
useful study of resource mobilisation in 
the private corporate sector. The study 
was sponsored by the Associated Cham¬ 
bers of Commerce and Industry of India. 

One of the most important findings in 
the study is that the level of corporate 
capital formation in real terms has been 
stagnating since the mid ]960>. Although 
the rate of domestic savings has regis¬ 
tered impressive increases in recent years 
there has been no improvement in the 
contribution of corporate savings. The 
study expresses grave concern over this 
low level of corporate savings and the 
fact that capital formation should result 
in decreasing percentage additions to 
the corporate sector. 

Given the performance of the corporate 
sector in terms of capital formation, the 
study argues that a thorough-going reform 
of the corporate structure be undertaken. 
It points out that while doing so, due 
attention should be paid to the infla¬ 
tionary conditions in which the regular 
depreciation provisions cannot, in real 
terms, replace obsolete fixed assets. 

The study also points out that the 
equity market has not been drawing in 
line with the requirements of the cor¬ 
porate sector. It suggests that one impor¬ 
tant step would be to improve the share¬ 


holders' confidence in the corporate 
sector $0 that they are not unduly swayed 
by what they consider to be risky invest¬ 
ment. The study also points out that it 
is desirable to create a bond market and 
to encourage the floating of fully conver¬ 
tible bonds at fixed rates of interest which 
could subsequently be converted into 
equity capital in three or four phases. 

It is encouraging to note that for the 
last two years the bond market in India '' 
has started picking up and is expected ; 
to continue to grow. 

Amongst the other findings of the 
report are : ' 

—Measures in current prices gross ? 
resource mobilised by the companies 
surveyed increased substantially up to^ 
1965-66. Since then there seems to, ! 
have been no upward movement except 
for the abnormal increases in the two ” 
high inflation years 1973-75. 

—^The large established companies are '■ 
not unduly or even substantially depen^* .'i 
dent on financial institutions for financ- -i 
ing their capital formation. This, the 
study says, could be attributable to the ‘ 
low level of capital formation, the finances '}, 
for which have come largely from internal . 
resources. 


—The proportion of short-term funds 
has increased .significantly since the mid- 
1960s. The major cause of the increase 
in the importance of short-term funds is 
the steep rise in the cost t)f inventory 
holdings. ) 

- The significant increase in the 
annual flow of resource mobilisation ^ 
that occurred during the period under J; 


V. RAMAMllRTI DEAD 

Mr V. Raniaraurti, a f(t)inier Assistant 
Editor of Eastern Eennomist , di^d in Bombay 
on August 4, afier a biit-r illness. 

Mr Ramamurti was also correspondent for 
Capital {oT a longtime in Madras. He joined 
Commerce as Deputy EdiU)r in I960, and 
remaineJ there ro/ nearly eight years. He was 
its Joint Editor fi^r some months l)cfore leav¬ 
ing the paper. He was also connected with 
Indian Finance 

A keen student of agnculiure, Mr Rama- 
murti headed the Land Reforms Committee 
appointed by TNCC when Mr Kamaraj 
its President and submitted an illuintnatfngf| 
report. 
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study (1961-62 to 1975-76) was all but 
W neutralised by the rise in the cost of 
I capital formation, hurther, an increas- 
S ing proportion of these resources, remain¬ 
ing constant in real terms was observed 
by inventory fioklings till the end of the 
period. 

• The study has been conducted on the 
t basis of data relating to two samples 
I of manufactui ing companies : 

^ (a) a specially selected NIPFP sample 

* of 99 large public limited companies; and 

(b) RBI samples of large and medium 
public limited companies. 


> Rubber; Small Units’ 
Woes 


I The SMALL-scalc units m the rubber in- 
I dustry are facing seiious ditl'iculties be- 
) cause of imbalance between the demand 
and supplies of raw material leading to 
unduly high prices. During the past five 
I years, whereas the consumption of natural 
I rubber has gone up fiom 1.33 lakh tonnes 
to 1.73 lakh tonnes—on an average by 
; 8,000 tonnes per annum—the increase in 
‘ domestic production has been from 1,43 
i lakh tonnes to 1.48 lakh tonnes—1,000 
' tonnes a year. Imports have been effect- 
, ed through the State Trading Corpora- 
' tion, but they have failed to remedy the 
: situation because of their inadequacy. 

' The current price of RMA-I grade, around 
I Rs 15,000 tonnes, exceeds the Government 
J fixed price of Rs 8,250 by a wide margin. 
I Unless the situation is icctificd soon and 
concerted measuics taken on a long-term 
f basis, not only may widespread shortages 
develop of sevcial tonsumcr goods using 
y rubber as basic raw material but also 
i expoits shall be affected. 

I In view of the seiious shortage of 
raw mateiial, the mdustiy feels that 
sizeable imports will have to be conti¬ 
nued for several years despite the 
endeavours being made to pioduce natural 
, rubber in new aieas Long-term arrange- 
‘ ments with sonic ot the neighbouring 
} countries such as Malaysia, Thailand, 

I Indonesia, Vietnam and Sn Lanka, it 
|| has been suggested, need to be entered 


into. A buffer stock of rubber too ought 
to be built up. 

The industry ^lso strongly feels that 
the State Trading Corporation has not 
been of much help to contain prices or 
ensure adequate supply of rubber. Im¬ 
ports, therefore, should be canalised. 
Imports by actual users, it is further 
stressed, ought to be exempted fiom 
customs duty Since the domestic natural 
rubber docs not attract any excise duty, 
imports as well ought not be subjected to 
the countervailing duty. In view t)f the 
attractive prices which the producers 
are able to receive for natural rubbei, 
It has been furthei suggested that the 
cess charged from the industry for the 
ostensible objective of fostering the 
cultivation of rubber too should be dis¬ 
pensed with. It was recalled that the 
Chairman of the Rubber Boaid had 
proposed abolition of this ccss in a 
phased manner nearly three years ago. 

Plea for Change 

The constitution of the Rubbci Boaid 
too, it IS felt, needs change. Only three 
out of its 24 members represent the user 
industries and the constitution of the 
Board is weighted heavily in favoui of 
growers, workers and dealers The consum¬ 
ing industries need better representation 
on the Board. A Rubber Corporation 
of India, it is fuither felt, may be set up 
on the lines of the proposed Cardamom 
Trading Corporation to ensure remune¬ 
rative prices foi the growers as well as 
regular supply at reasonable prices to 
the consuming industries. 

The sharp increase in the prices of 
chemicals in the recent months too have 
aggravated the travails of the small-scale 
manufacturvrs : so also the inadequate 
supply and high prices (f solvent oil. 
Reliefs on these two counts have been 
urged. 

The safeguards granted by the Govern¬ 
ment in the reservation of items for 
production by the small-scale sectoi and 
also of exclusive purchase by State 
agencies of certain items pioduccd by 
small units, though well intentioned, it is 
stated, have not worked satisfactorily. 
The same is said to be the case in regard 
to provision of price preference to the 
products of the small-scale sector. The 


measures adopted by the Government for 
providing marketing assistance, similarly, 
it is pointed out, have not yielded whole¬ 
some results. A fresh look on these f 
safeguards, price preference and market* 
ing assistance measures, therefore, is 
called for. 


Discriminating Centre 


In his address to the special session of 
the Bengal National Chamber of Com¬ 
merce & Industry on August 5, the 
Union Finance Minister, Mi Venkata- 
raman, tried to dispel the impicssion that 
inadequate investment by the Centre 
was rC'ipOiisibic for stagnation in the 
State's economy. He sa’d that the 
Central investment was much less in 
Tamil Nadu, Gujarat and Punjab com¬ 
pared with West Bengal but the per 
capita income of these three States was 
much higher. He pointed out that 
entrepreneurs of medium-scale industries 
had brought about an encouraging 
industrial climate in these States without 
much help Lorn the Centre. He also 
refuted the allegation that the Centre was 
discriminating against West Bengal in 
the matter of industrial licences. He - 
observed that if West Bengal received 
fewer licences as compared to other 
States, It might have been due to some 
lapses in the applications submitted by 
entrepreneurs. 

Although Mr Venkataraman's explana¬ 
tion for the faster development of Tamil 
Nadu, Gujaiat and Punjab may be 
correci, it does not surely mean that 
the Centre should go slow in prompting 
Its investment in West Bengal. The State 
Governn ent has been complaining that 
the Centre has not been prompt in taking 
firm and final decisions in regard to a 
number of major projects like the Haldia 
petrochemical complex, the ship-repair¬ 
ing yaid and the electronic unit in Salt 
Lake. It is true that the Centre's 
larger investment by itself will not help . 
to accelerate the development of West 
Bengal but it will certainly give a strong 
stimulus to the growth of all kinds of 
industries- large, medium and small— 
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and create more employment. The Centre 
therefore should not allow its political 
differences with the State Government 
^to stand in the way of stepping up its 
investment in West Bengal. 

Recently Mr. Jyoti Basu expressed sur¬ 
prise at the statement made by the Prime 
Minister, Mrs Gandhi, to the effect that 
the Centre was not in favour of putting 
up the electronic complex in the Salt Lake 
area because West Bengal was a border 
State and theicfore was not suitable for 
the location of such sensitive and strategic 
industriest Mr Basu revealed that 22 
bills passed by the State Assembly weic 
pending with the Centre for Presidential 
^*;senl. He said that the delay in giving 
asiicnt to these bills had held up several 
development programmes and welfare 
activities of the State Governrrent. New 
Delhi therefore should be more sympa¬ 
thetic in dealing with ihc problems of 
West Bengal since prolonged indecision 
in regard to many major issues >m 1I only 
aggiavatc stagnation with its inevitable 
impact not meicly on the economy of 
the Slate but that of the Eastern Region. 

The State Government also should 


show greater initiative and imagination 
in improving the climate for investment. 
The State Government's undertakings 
should be run more efficiently and insti¬ 
tutions like the West Bengal Industrial 
Development Corporation and the West 
Bengal Financial Corporation should 
show more realism and dynamism in 
persuing their activities. It was reported 
recently that the West Bengal Financial 
Corporation had decided to take legal 
action to recover outstanding payment 
from defaulting entrepreneurs, which 
amounted to Rs 34.37 crorcs till the end 
of March this year. 

The Managing Director of the Corpora¬ 
tion, Mr R N. Banerjee, said that most 
of the firms and factories to W'hich loans 
had been sanctioned were still in opera¬ 
tion and that although they might not be 
doing very profitable business, they had 
not suffered losses Why did it not take 
legal action against the defaulters long 
ago? All this seems to indicate laxity on 
the part of the Corporation in managing 
its affairs. 

The Government of West Bengal 
should also give greater attention to the 


revival of the sick units. The Minister 
for Cottage and Small-scale Industries, 
Mr Chittabrata Mazumdar, said recently 
that the incidence or industrial sickness 
among small units in West Bengal was 
not as much as the Central Government 
suggested. The Union Industry Minister 
had said some time ago that West Bengal 
had 6948 smill sick units compared to 
2763 in Maharashtra, 1039 in Kamataka» 
955 in Tamil Nadu and S56 in Gujarat 
Mr MazumJar said that West Bengal 
had a total of 71J16 small units against 
28,256 in Maharashtra, 15,627 in 
Karnataka and 24,189 in Gujarat. He 
said that only 9.77 per cent of the small 
units m the small-scale sector in West 
Bengal was sick against 9.78 per cent in 
Maharashtra But the more important 
question is what effective measures the 
Government of West Bengal is taking to 
revive the sick units in the small-scale 
sectoi 

Mr Ma/umdar said that the small 
units were not getting adequate raw 
materials like steel and iron. Against 
West Bengal’s annual requirement of 
300,000 tonnes of pig iron it received only 
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29,000 tonnes in 1980-81. The State 
got 36,000 tonnes of steel compared to 
its requirement of 250,000 tonnes an¬ 
nually whereas other States like 
Maharashtra. Punjab and Himachal 
l^adesh had been able to get their full 
requirements of these and the other raw 
materials The Central Government 
should examine these complaints and see 
to It that West Bengal’s needs of raw 
materials are promptly and fully met. 
But even it this is done, will the industries 
be able to use them to their best advan¬ 
tage in view of the utter uncertainty about 
the availability of power? 

100 Years of Madras 
Telephone System 

Thf Madras telephone system had its 
origin in 1881, that is within 6 years of the 
invention of the telephone by Alexander 
Graham Bell A manual exchange undci 
piivatc auspices was set up with a couple 
of dozen lines By 1924 the operations 
weic taken over b\ Madias Telephone 
Company, again under the p»-ivate aus¬ 
pices By 1943, the system was nationali¬ 
sed and bi ought under the auspices of the 
Post & Telegraph Dcpaitracnl About the 
time of independence the Madras Tele¬ 
phone System had three exchanges and 
about 3000 lines Today Madras Tele¬ 
phones network covers an area of 915 
sq km which includes the peripheral in¬ 
dustrial townships, also, through 19 local 
exchanges. 

Of com sc among the metropolitan tele¬ 
phone systems, Madras is the smallest, as 
on Maich 31 1981, Madias Telephones 
had 81,W woiking lines As on that date 
Bomba> had some 283,266 lines, Delhi 
192,000 lines and Calcutta 174,726 lines 
The rate of addition is again the lowest 
foi the Madras Telephone System The 
capacity t>f the system to clear backlog 
has understandably kept the waiting list 
for those wanting telephones at the lowest 
for the foui metropolitan towns. As on 
March 1981 the waiting list of all catego¬ 
ries was less than 1^,000, with the general 
calcgor> accounting for as much as 11,159 

CASTBRN bCONOIIlST 


In sanctioning fresh lines, naturally this 
factor works against the needs of city 
with the result the rate of addition mad: 
annually is very small for Madras compa¬ 
red to the other cities Thus in the three 
years, 1978-81, the Bombay Telephones 
added some 67,000 lines, Delhi some 
44,000 lines, Calcutta around 37,000 lines, 
whereas Madias Telephone System added 

8. Viswanathan writes 
from Madras 

just around 8,000 lines. The prolonged 
disruption of the work at the Indian Tele¬ 
phone Industries early this year had affec¬ 
ted the availability of equipment and the 
axe seems to ha\e fallen severely on the 
Madras Telephones, just 600 new lines are 
proposed to be added during the cuireni 
year which will be one of the lowest foi 
recent years 

The General Manager of Madras Tele¬ 
phones, Ml R D Arya, in a chat 
referred to several aspects of the working 
of Madras Telephones which kepi it among 
the most efficient and the most piofitable 
of the metropolitan telephone systems 
The average number of calls made p^i 
working line was 22.4 for Madras it was 
21 5 for Bombay. 18 for Delhi and 
only 7 foi Calcutta Consequently the 
average revenue per working line was 
also relatively high for Madras 

The frequent inci eases in the rentals 
and the call charges effected in the icceni 
Budget have naturally contributed to a 
steep increase in the revenues of the tele¬ 
phones In the last five years the rental 
for lines served by automatic exchanges 
had been increased from Rs 125 to Rs 250 
The call charges have also been increased 
from 25 paisc to 40paisc. The effect 
of it could be seen from the boom in 
revenue of Madras Telephones from 
Rs 28 29 crorcs in 1977-78 to Rs 38 92 
crores in 1980-81 For this over 40 per 
cent giowth in revenue there had been a 
just 10 per cent growth in the number of 
working lines. The total expenses in this 
period have increased from Rs 6 18 crorcs 
to Rs 10 16 crorcs Thus surpluses which 
were high even before the steep increase 
further swelled The volume of surplus 
amounting to Rs 29 crores in total reve¬ 
nues of Rs 39 crores should be the envy 

MS 


of even some of the highly profitable cor¬ 
porate giants 

The stift tariff structu e has naturally 
contributed to a iegression. The rate 
of registiations has fallen steeply and 
the present late of Rs 8,000 for re¬ 
gistering for a telephone under an Own 
Your Telephone category has contributed 
to an almost total disappeai ante of de¬ 
mand under this category The time has 
come, to consider seriously, if such a vital 
facility of communication should be pro- 
gressly made so expensive that consumers 
should be bled white to provide for the 
loss arising out of postal wing of the 
P4cT Department to which telephones are 
tagged 

Inefficient Service 

For the volume ol surpluses generated 
could one have the satI^facl^on of a highly 
efficient service ? Unfortunately the ans¬ 
wer is not in the affirmative The capital 
expenditure incurred by the Madras Tele¬ 
phone System in the last two years on 
augmenting exchange capacity had been 
negligible I oi a system generating a sur¬ 
plus of some Rs 29 croics, is it not odd 
that hardly a couple of crores of i upces 
should have been spent on essential capital 
programmes Against the professed ob¬ 
jective of issuing a telephone directory 
once a year with a supplement of nc’i^ 
lines and changes once in six months, the 
Madras Telephones issued a directory in 
1975 and then one m 1978 and m the 
ensuing period a lot of changes had taken 
place through transfer of the lines among 
exchanges, additions etc 

Today the highly profitable system does 
not have provision for replacement of the 
customer’s telephone instrument by a new 
one, however decrepit it is. The new ins¬ 
truments received from IT! are reserved 
for new connections so that more reve¬ 
nues can be got In the light of the inabi¬ 
lity of the ITI to produce the instruments in 
adequate numbers, the Government should 
considci the creation of additional capa¬ 
city at least for telephone instruments, 
through other units On the lines of or¬ 
ganising HMT watch production can’t the 
assembly of telephon s also be decentra¬ 
lised over a large number of units with 
ITI taking the overall responsibility for 
ensuring quality and marketing ? 




Window on the World 


Some Facts About Aid Flows 


Nkt Ofmcial Development Assistance 
(ODA) by the 17 members of the Develop¬ 
ment Assistance Committee (DAC) of 
the Organization for Economic Coope¬ 
ration and Development (OECD) in¬ 
creased by J4.3 billion, or 19 per cent, 
in nominal terms during 1980 to S 26.7 
billion, compared with S 22.4 billion in 

f 1979, according to preliminary data 
released by the OECD, Resources to 
Devclopinj^ Countries in and Recent 
Trends^ issued on June 15. As a result, 
net ODA commitments as a share of the 
DAC countries’ Gross National Product 
(GNR) rose to 0.37 per cent in 1980, 
from 0.35 per cent in 1979. However, 
it cxplans that “this relatively favourable 
result was to some extent influenced by 
the irregular timing of issuance of letters 
of credit by some DAC members to the 
main multilateral institutions, in parti¬ 
cular to the International Development 
Association (IDA)". 

k. Real-Term Increase 

In real terms, net ODA commitments 
by DAC countries rose by about nine 
per cent in 1980. Tn the decade 197C-80, 
DAC members as a group increased their 
net ODA commitments in real terms by 
about 40 per cent, or an annual average 
increase of 3-4 per cent. The OECD 
expects that in the first part of the 
present decade, ODA commitments in 
real terms will continue to increase at a 
pace similar to that of the 1970s. 

The OECD data also shows that total 
net flows of finauc al resources from the 
DAC members to developing countries 
fell to S 73.2 billion in 1980, compared 
with S 75.0 billion in 1979. These inflows, 
which include Official Development Assis¬ 
tance, official and private non-concessional 
flows, and private sector grants, re¬ 
presented 1.02 per cent of these countries’ 
1980 GNP. In 1979, financial flows by 
this group of countries had amounted 
to 1.16 per cent of their GNP. 


Developing countrie.s also received a 
a total of about $8.8 billion in ODA 
from the members of the Organisation of 
Petroleum Exporting Countries (OPEC) 
and the members of Council for Mutual 
Economic Assistance (CMEA), bringing 
total identified flows to a pi ©visional 
estimate of S82 billion in 1980, compared 
with S 83 billion in 1979. However, this 
total does not include non-concessional 
funds from OPEC members and from 
offshore bank centres, long-term financ¬ 
ing from the 1 und, or short-term credits 
to developing countries. 

Official Development A.ssistance ac¬ 
counted for 43 per cent of total identified 
flows to developing countries in 1980, 
compared with 37 per cent in 1979 and 
a record 46 per cent in 1970. However, 
according to the OECD, the increase in 
ODA's share can be partly explained by 
the high level of non-concessional loan 
repayments experienced in 1979 and 1980. 
Thus, the OECD warns that “the impres¬ 
sion of an overall softening of terms given 
by changes in the structure of the net 
resource flow may be erroneous.” with 
the results only reflecting a reduction in 
net coiiconcessional inflows-and thus 
in their share of the total - as a conse- 


'i'l! 

qucncc of larger outflows for repayment^ 
of previous loans. 

'■tS 

According to the OECD, nine of the,l7'| 
DAC members increased their net ODAr| 
commitments as a percentage of GNpCi 
during 1980. Among them, the Nether^^l 
lands ODA-GNP ratio rose to a record?! 
0.99 per cent in 1980, compared with 0,93^ 
per cent in 1979, as a result of an ex^v 
pansion in bilateral aid. Given thl^ 
substantial level of budgetary resourcet^ 
that is continuing to be earmarked fopil 
ODA by the Netherlands, the OEC0^S 
expects that the country’s ODA-GNl^!l 
ratio will remain in the vicinity of one)"^ 
per cent, 1'hc DS ODA-GNP ratio also J 
rose in |9S0, to 0.27 per cent from 0.20 '■ 
percent in 1979. However, the OECD.'^ 
estimates that the US aid contributionaf^ 
will decline somewhat in the near term, yi 

Switzerland increased its ODA-GNP::; 
ratio in 1980 to 0.24 per cent from 0.21., 
per cent in 1979, as a result of the adop* 
tion of a new “programme credit** 
amounting to 1.65 billion Swiss I'rancs. It i 
is expected that this programme will allow' 
Switzerland to achieve its targeted ODA-. 
GNP ratio of 0.30 per cent in the near 
future. Italy’s ODA-GNP ratio roso 
sub.stantially in 1980 to 0.17 per cent 


Net Resource Flows to Developing Countries 


1978 1979 1980 1970 1978 1979 1980;.; 


Billion US dollars Percentages 


Total Net Resource Flows 

77.3 

83.0 

82.0 

100 

100 

100 

lOO 

Official Development Assistance 

25,6 

30.4 

35.5 

46 

33 

37 

43 ; 

DAC Countries 

20.0 

22.4 

26.7 

39 

26 

27 

33 ; 

OEEC Members 

4.3 

6.2 

7.0 

2 

5 

8 

8] 

CMEA Countries 

Grants by Private Voluntry 

1.3 

l.S 

l.S 

5 

2 

2 

2 

Agencies (DAC) 

1.7 

2.0 

2.3 

2 

2 

2 

3 

DAC Non-conccssional Flows 

49.4 

50.6 

44.2 

52 

64 

61 

54, 




Note : Docs not include non-conce.ssional flows from OPEC or CMEA members, 

Source : OECD, Development Assistance Committee 
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JEfOtti 0.08 per cent in 1979, as a result of 
increased multilateral disbursements. In 
view of the Gv)vernuicnl’s intent to raise 
■; the ratio to the DAC average in the 
: period 1981-83, the OhCD expects that 
Italy*8 ODA will continue to expand 
rapidly. 

Japan's ODA-GNP ratio rose to 
0.32 per cent in 1980, compared with 
0.26 per cent in 1979. With total ODA 
disbursements of S 3.3 billion in 1980, 
Japan more than exceeded its target of 
doubling the level ol ODA in the period 
1977-80. Jn 1977, ODA disbursements 
had amounted to $ 1.4 billion, represent¬ 
ing 0.21 percent of GNP. Other coun¬ 
tries that increased their ODA-GNP 
ratio during 1980 included Austria (0.23 
per cent from 0.1‘> per cent in 1979), 
Finland (0.22 per cent friun 0.21 per 
cent), France (0.62 per cent from 0.59 
per cent) and New Zealand (0.32 per tent 
from 0.30 per cent). 

Reduced Ratio 

Of the eiglit countries registering a 
reduction in their ODA-GNP ratio, the 
largest declines were those experienced 
by Sweden and the United Kingdom, 
Sweden’s ratio fell to 0.76 per cent in 1980 
from 0.94 per cent in 1979. However, 
this decline reflected primarily the fact 
that Sweden did not commit additional 
funds to the JDA, since the Organisa¬ 
tion’s sixth Replenishment did not 
become elTectivc in 1980 as had been 
originally expected. The OHCD estimates 
that Sweden's ODA-GNP ratio will 
increase in 1981. since the country is 
maintaining budgetary aid appropriations 
at a level close to one per cent of GNP. 

The United Kingdom's ODA GNP 
ratio fell to 0.34 per cent in 198 ), 
compared with 0.52 pei cent in 1979, 
primarily as a icsult of slower-than- 
anticipated drawings by some of the 
couiitr>’s major aid recipients anJ 
: because the United Kingdom did not 
I contribute any additional fund^ to the 
I IDA during 1980. 

I Norway’s ODA-GNP ratio also 
f declined substantially in 1980, falling to 
i 0.82 per cent from 0.93 per cent in 1979, 
I mainly because nominal GNP grew at a 
; faster rate than anticipated at the time 
of preparation of the 1980 budget. The 


^ ---- ---^ 

Military Preparedness-U.S. vs U.S.S.R. 

A Numerical Comparison of 1976 and 1981 


US. us.s'./?. 



1975 

1981 

1976 

1981 

Strategic Nuclear 
warheads 

6,842 

7,192 

2,943 

6,302 

Strategic nuclear 
launchers 

1,710 

1,628 

2,375 

2,384 

Submarines 

115 

121 

329 

370 

Large Warships 

210 

222 

257 

268 

Tanks 

9,181 

11,560 

42,000 

48,000 

Artillery 

4,955 

5.140 

13,900 

19,300 

Combat Aircraft 

3,665 

3,988 

4.740 

4,885 

Manpower in Millions 

2.13 

2 09 

4.88 

4.84 




(Time, July 27, 198i; 


Government of Norway has announced 
that its expects to increase the level 
of aid appropriations to 1.3 per cent of 
GNP by 1985. Other countries that 
registered declines in their ODA-(jNP 
ratios during 1980 included Au.stralia 
(0.48 per cent, compared with 0.52 per 
cent in 1979), Belgium (0 48 per cent, 
compared with 0.56 per cent), C’anada 
(0.42 per cent compared with 0.46 per 
cent) and the Federal Republic of 
Germany (0.43 per cent, compared with 
0.44 per cent). 

The OECD notes that about 76.2 per 
cent of ODA commitments during 1980 
were in the form of grants. The rest was 
in the form of loans containing an average 
grant element of 58 per cent, compared 
with 61 per cent in J979. 

An average grant element in 1980 cor¬ 
responds, for example, to a loan at three 
per cent with a grace period of nine years 
and a maturity of 30 >ears. According 
to the limited data available, “a further 
shift in fave)ur of the lea t develop d coun- 
triis” occurred in 1980, with a “more 
limited one in favour of the low-incMmc 
developing countries.” 

According to the OECD, net disburse¬ 
ments of concessional aid by OPHC mem¬ 
bers rose to a record $7 billion in 1980, 
from 3;6.2 billion in 1979, However,, this 
total represented decline in the ODA-GNP 
ratio to l^."' per cent, compared with 1.51 
per cent in 1979. The major part of 
concessional aid by the OPEC countries 
during 1980 was provided by the OPEC’s 


Arab members particularly Saudi Arabia, 
which accounted for S3 billion of the 
total. The OECD notes that bilateral aid 
continued to account for the greater part 
of total concessional assistance by OPEC 
members in 1980, with the share of multi¬ 
lateral aid falling from 19 per cent of the 
total in 1972 to 12 per cent in 1980. With 
81 per cent of ODA commitments taking 
the form of outright grants and the grant 
element in the remaining disbursements 
amounting to 43 percent, the combination 
overall grant element of OPEC aid rose 
substantially in 1980 to 89 per cent com¬ 
pared with 79 per cent in 1979. 

Source : IMF Survey 


Confident Indonesia 
Looking Ahead 


Indonhsia, which constitutes more than 
13,000 islands will celebrate its 37th in¬ 
dependence day on 17 August. 

By any standard, Indonesia's economic 
progress is substantial. For example in 
the ten-year period from 1967 to 1977 
total export value rose from US S 665 
million to US S 10,700 million, oil ex¬ 
ports (incl LNG) during the period W'ent 
upfrom US 8 239 million to US $ 7,200 " 
million. In this ten-year period foreign 
investment projects worth US f 6,560 
million were approved. Most of these 
projects were in the metal, chemical, tex- 
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tile, forestry, construction and agriculture 
industries. In the same period there were 
^2,779 domestic investment approvals valu¬ 
ed at US S 6,260 million. 

The Indonesian economy is presently 
entering a crucial stage of its development. 
The Third Five Year Development Plan 
(REPELITA-III), which is entering its 
third year now (1981-82), has bjcn des¬ 
cribed as the “half-way mark” in the 
broad goal of providing the nation with a 
solid foundation for economic growth. 
Last year, Indonesia’s economic growth 
rate was about 7 per cent, up from 4,9 
per cent in 1979. In 1980 rice pro- 
^diiclion was 20 million tons, while in 1979 
It was 18 million tons. This figure means 
that Indonesia has surpassed its rice pro¬ 
duction target for the fouith year of 
REPELTTA-llI (1982-83) Thus Indonesia 
may look forward WMth confidence to 
achicvijig self-sufiicicncy m iicc in the very 
near future. 

I-rom the pt)int of view of the balancj 
of payment, the Indonesian economy also 
looks increasingly sound. Its foreign ex¬ 
change reserves today have reached about 


j CooZ-lc-Oi/ Plant 

^ With the opening of a coal liquefac- 
tion plant in liottrop in the Ruhr, 
Germany ha^ gone some way towards 
accomplishing its objective of reduc¬ 
ing dependence on imported oil 

The plant took two years to build 
and was inaugurated by North Rhine- 
Westphalian Ptemier, Johannes Rau. 
It is run by Ruhrkohle AG and Veba 
OelAG, 

The planned output is 100 tonnes of 
oil a day refined Jrom 200 tonnes of 
coal. It was no coincidence that Herr 
Rau opened the plant on behalf of 
North Rhine-We^tphalia. 

The Rhine and Ruhr Land footed 
most of the investment bilk winch ivnv 
substantial B tt the Bottrop plant is 
not yet running at a profit. 

Despite oil pri e rises in recent 
months motor fuel refined from coal 
would still cost 35 pfennigs more per 
litre than conventionally refined 
petrol. 



US $ 7,000 million. The Government is 
determined to spend this favourable fore¬ 
ign exchange reserve for the maximum 
benefit of the people’s well-being and foi 
the sake of development acceleration. 


Pakistan: Success of 
Interest-free Deposits 


That tih opciation of the first-ever intc- 
rcst-ficc bank deposits in Pakistan Nhoiild 
have >ieldcd a p olit within six months is 
undoubtedly significant. The profil-and- 
loss-sharinp depos t scheme was launched 
on the first of I iniiary this ^e.ii and an 
aivounl of Rs 3 b Ilion is slated to h i\c 
been dip )si!ed in t'le mtorcst-ficc account 
in banks till June ^0 The Pakistan B ink¬ 
ing Council announced on July 19 that 
bnideisof intcrc'^t-fre: accounts would 
I ecei VC different lales c f profit ranging 
from 8 50 to 9 pei cent, for the first six 
months ending op June 30. 

The highest late of piofit at 9 pei cent 
per annum was given by Habib Bank. 
National Bank, Muslim Commercial Bank 
and Allied Bank offered a 8 50 pei cent 
and the United Bank struck the via media 
at 8.75 per cent Accordingly the term 
deposit rates of piofit are also dilfcrent, 
those ofllabib Bank being the highest 
and those of Muslim Commercial Bank, 
Allied Bank and the National Bank being 
the lowest with the United Bank lates 
again being in-bctwecn. For instance, the 
term deposit iate for two years is 13 25 
per cent with the Habib Bank, 13pw"r 
cent with the United Bank and 12.50 per 
cent for the olhc? three banks This 
difference in rates has not gone without 
evoking the comment that the profit rate 
should have b.Tii uniform because the 
interest-free fands were invested m almost 
identical inleresi-frec trading seclois 
financing of commodity operations of the 
rVderal and Provincial Governments, ex¬ 
pert bills, impoit bills. inland bills, NIT 
Units and Participation Term Certificates 

Although Haji Abdul Jabbar Khan, 
President of Habib Bank, while announc¬ 
ing the profits on behalf of the Banking 

__ 


Council, said his bank’s highest rate of 
profit was due to lewer administrative ex¬ 
penses, the smaller banks have expressed 
the fear that they might lose depositors 
in favoui of Habib Bank. However, it is 
considered that this should lead the smal- 
Ici banks to work more efficiently so that 
they too arc able to cnsuie a higher return 
to the depositors Habib Bank, it is stated 
had an avciage lelurn of 14.26 per cent 
on Its investments of PLS funds which 
aticr deducting the administrative expen¬ 
ses of 2.8^ per cent came down to 11.41 
per cent As for depositors the calcula¬ 
tion was done on the basis of weightage 
and It worked out to be 9 per cent. 

PLS sav me accounts can be opened 
with a mimniiim ofRs 100 and PLS Term 
Depos'ts aie accepted with a minimum of 
Rs 1,0)0 Piofit distiibution takes place 
evciy SIX months 

The profit and loss sharing deposit 
scheme or inteicst-fice banking is consi- 
deied to be one of the two pillars of the 
present Government's policy of Islamisa- 
tioii of economy, the other being realisa¬ 
tion of Zakal and Ushi at the State 
level 

Zakai and Ushr 

The Zakal and Ushr Ordinance was 
promulgated on June 20, 1980. Whereas 
Z^kat has come into foice from that date, 
Ushr will come into operation from a 
date still to be announced by the Govern¬ 
ment. Accoiding official information, 
the total .imount of Zakal collected up to 
Apiil 30, 1981, was Rs 815.42 million. 
The laigcst single amount, as much as 
Rs 617 21 million or above 75 per cent of 
the total Zakat collection, in the the 
months ending on April 30 198], was 
yielded b> savings bank accounts. The 
remaining amount was lealised by deduc¬ 
tion at source such as notice deposit, 
fixed deposits (each yielding more than 
Rs 68 millions savings deposits certifi¬ 
cates, NIT units, ICF mutual funds, 
govcinment sccuiitles, shares and deben^ 
lures of corporarc bodies, annuities, lilb;i 
insurance policies, and provident funds'. ; 
According to official information, a total, 
of over two million persons (orphaiB^ 
widows, disabled and handicapped, ^serv- 


AVOUST 14« IW) 



ing students of Deem Madurassas and 
, others) have benefited from the disbuise- 
nent of Zdkat which began last Raina/an 
(July, 1980) 

UK Revising Monetary 
Control Techniques 

Thi Bank of 1 nglaiid has recently 
announced proposals to change some 
of the rules governing the operations of 
the London money markets and of the 
508 or so banks paiticipating in them 
Changes in money-market lulcs ate 
signtficant for their rclatisc ranty and 
for then wide-reaching and sometimes 
unforeseen cllccls Jhe litcst piopcsals 
are essentially and acknowledgement 
of the UK monetary authoiiliLS* problems 
With controlling the mone\ supply—an 
objective that has assumed urcat iinpoi- 
tance undci the leadership ol Pnnie 
Minister Ihatchei 

The Hank ol I ngland’s decision to 
alter UK money maikct ruhs must take 
many van blcs inU) account including 
Its sometimes contlictiiii! m im'ates 1 iis,t 
the Hank mud liiilil its loJc as the 
guardian of the financial svstem, ernuting 
that institutions operating in the maiket 
are propvily managed and observe 
sensible guidelines to limit then iisks 
Second, the bank must serve as banker to 
the British Government and must ensuic 
that the govcinmeni's veiy laigc financ¬ 
ing needs (the budget defuit now running 
at 7‘'„ ol CrNP) are met on favourable 
terms And third, the central bank has 
to implement the Goveinment’s monetary 
pohcie> 

Veiv often these thiec central bank 
roles tend to conflict necessitating a 
compromise in tcirns of momy-maiket 
rules 

I he stock of money is usti illv measuied 
bysteilmgM* defined as cash in cumu¬ 
lation plus the stoiling bank dc'posits of 
all UK residents Steiling M has con¬ 
sistently grown fasiei than Govcinment 
intentions, despite knee uses in interest 
rates and at times quantitative c mtrols 
on banks The central bank was thus 
> faced with two alte«natives in redesign¬ 


ing moncy-maikct rules : to seek better 
ways of controlling steiling Ma and/or to 
reexamine theory and practice to deter¬ 
mine whcthei sterling M-, is an appro¬ 
priate measuic of the money supply 

There IS (crtainly a sliong ease for 
choosing another money-supply measure 
Sterling Ml was well above its taigct 
langein 1980, even though the British 
economy showed many signs of tight 
money Nominal interest rates were 
high, the exchange rate appieciated 
sharply and given the inflexibility of 
wages—output fell below its 1979 level 
Indeed, some of the othci measures 
of the money slock—both broider and 
narrowci grew much less lapidlv than 
sterling Mh, which has led many obsci- 
vers In call foi a difTercnl measure 

Also casting doubt on the validitv ol 
such tiaditi )nal money stock mcasuics 
as sterling M, aie developments that 
have supciscdcdlhc suspension of foicipn- 
exchangc contiols in Novcmbci 197 > 
Since the suspension British icsidcnls 
have been free to eX|)oit steiling, to buy 
assets abroad, and to hold foreign 
cuirencics Recent statistics show that 
as a result, thcie h is been a I iigc increase 
rn icsidcnts* holdings i f foicr^n curren¬ 
cies Such holdings, howcvci, arc not 
included in sterling Mj 

Further complicating maticis has been 
the seventy of the rtcession in the United 
Kingdom, which his reduced the govern- 
ment's tax icvcnuc well below its planned 
figure while increasing its expenditure 
on social security payments as well as 
Its subsidies to the nationalized industues 
Asaicsult, the expanding budget deficit 
and Its financing problems are compound¬ 
ing the difficulty of controlling money 
giowth 

ft IS against this background that the 
Bank ol Fngland issued consultative 
documents proposing changes in money- 
maiket rules In the light of the market** 
icactions to these documents, details 
have been refined and the maikcl now 
awaits the new rules’ implcm'ntation 
The ne V guidelines arc widdy expecKd 
to become effective on August 2 ^ 

The discussion of methods of ra)nc* 
tary control 11 the United Kingdom has 
centred on the money-stock measure to 


be used in targeting money growth and 
Ol the best teehn ques to be used to 
contiol the eh ism measure On the first i 
IS ue the CLntral bank has reaffirmed that 
sterling M< will remain the prime tool 
of monetary policy, but that account will 
be taken of other aggregates as well. 
Thus, the course of Mi and Ma (equal 
to sterling M 3 plus UK residents* foreign- 
cuircncv deposits at banks) will conti¬ 
nue to be watched closely In addition, 
the central bank has introduced two new 
measures that provide more details of 
private-sector liquidity PSLl, defined as 
the pi 1 vale-seetoi component of sterling 
Mn plus holdings of othei money-market 
instruments, such as deposits with local 
authorities and finance houses and ceitifi- 
cates of tax clep >sits mid PSI 2, defined 
a PSLl plus private s:ctor saving depo¬ 
sits with such institutions as building 
societies and savings banks These 
vaijous measures often move in different 
diieclions, so that b> focusing its atten¬ 
tion on one rather than another, the 
central bank can have considerable 
liccdom of actioi 

As for bellei controlling the chosen 
money-stock measure the Bank of 
1 ngland has made it clear that beginning 
in August It intends to opciatc on the 
monetaiy base (banks* deposits with the 
Bank of I ngland) as a means of controll¬ 
ing the impoitant aggicgates. 

As for ifs own stiategy, the central 
bank proposes to make several alterations 
in Its day-to-day opciations Greater 
emphasis will be placed on open-market 
operations at the expense of discount- 
window (lendei -ol -last-rcsoi t) lending. The 
opcn-maiket operations will ami to keep 
veiy short-term inteiest rates within a 
band determined by the authorities’ 
inonetaiy objectives The upper and 
lower limits of the band would not be 
published, but the ccntial bank would 
hint at them by charging a rale on its 
dis.ount-window lending somewhat above 
comparable market lates but still within 
the unpublished band At some stage, 
the ceiitial bank would probably stop^ 
announcing a Minimum Lending Rate 
(the old “bank late*’), as it would have 
no particular significance 

—foternational Finance 
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Point of View 


Development Banking in the Eighties 

P. Subramanyam 


Tha author has made a close study of selected economic indicators 
of the last twenty years to forecast the banking trends in the Eighties. 
He stresses that profitability is a ‘must* and it has to be achieved 
by operational efficiency and reduction of cost burden on the society 
He envisages that by 1990 banks can mobilise up to Rs 100,000 crores 
more by way of deposits than what they have at present Banks 
have to visualise the pattern of future change to adjust the 
organisational structure with a proper matching of human and financial 
resources to meet the challenges of the future The views 
expressed by the author do not necessarily reflect those of the 
organisation with which he is associated 


Tut BANKING scUoi hds Witnessed magni- 
licent growth during the Seventies The 
ndtiondlisation of 14 major banks on 
July 19, 1969, was a landmark in the 
Indian hanking histoiy The event 
hastened phenomenal growth in deposits 
and advances Altci the nationalisation 
of SIX more banks on April 15, 1980, 
the public sector banks now account tor 
91 pel cent ot the total deposits and 
advances ot all scheduled commercial 
banks The rapid branch ex ansion of 
banks in the unbanked rural areas and 
catering effectively for the credit require¬ 
ments of the industry , agiiculturc and 
weaker sections of the society have been 
taken up in right earnest by .ill the 
public and private sector banks Howevei, 
the pace with which this expansion has 
taken place has brought about decline in 
profitability, productivity and efficiency, 
deterioration in customer service, lack 
of motivation on the part of the staff 
and a host of such managerial problems 
The ever-changing economic environ¬ 
ment has incieased the expectations of 
the millions of people from the banking 
system and the changed role of banks 
as Icadeis in economic development and 
instruments ot national policy to subsen e 
the national priorities and objectives, 
viZp increased production, diffusion of 
economic power, reduction of imbalances 
in the regional growth, removal ol 
poverty, generation of full employment 
etc., has cast on the banking system a 
social responsibility function to be 
discharged efficiently 
To achieve the objectives thus set for the 
banking industry by the nation, reflecting 


Its own ethos in the social milieu in 
which It opei lies, this industry has to 
undcitake lon^ range planning so as to 
direct future development to remedy tlic 
glaring imbal mtcs and delicieniie^ liom 
whith the piLsuit system is sulkriiu» 
The planmn ^ h is to necessarily aim at 
(j) I xpindintr the branch nn-woik 
m all parts ol the country and to c )nLen 
Irate in thosL areas which have been 
neglected so far 

(ii) Dipkniii^ credit in ill pi )duc- 
live cndLa\oiiis big oi snnll—so that 
production is rendered bioad based loi 
balanced growth of the economy 
(ill) Mobilising deposits to meJ the 
demand lor credit from all >eclions 
of society b> devising deposit schemes 
that aic best suited to meet the needs of 
the different sej.*ments of the public and 
also to reduce inflationary pressures 
(IV) Paying special attention to thi 
credit needs ot millions of peoolc engaged 
m agrieulturt tiny, cottage and sm ill- 
scale industries small business cntei- 
priscs whose production and disinbu 
tion network contributes substantially 
to irapiovng the standard of livine, 
creaUng enplovnicnt and ultimalclv toi 
the national w< ll-being, 

(v) Imoioving piolitabilitv piodiie- 
tivity and efficiency of funeti ming 

(vi) Motivating the staff to aehic\c 
the desiicd objectives and 

(vii) Reiidciiiig belt i customei scimcc 
This vital management function foitLS 

to wade through the conflicting iiileicsls 
and goals It has to encompass with a 
better vision the assessment ot the fuluie 


n^cds, determination of well-definetf 
objectives, designing the oiganisational 
stiucluri and d velopment for functio; 
mg effectively and cfficicn ly in t! 
context of the future and, developmi 
and selection of alternative courses 
action to achieve the set objectives 
two main puiposes this process wo 
have to serve aic—(i) reduction in i 
probability of making wiong decisioiH 
and early identihcati )n of pioble 
caused bv unto csecn .idversiiies in tbt&l 
tconmiii. c )n litions, and (ii) the reaU 
sation of long hrm lin mu il and com 
titivc stiLiigtli tha i would otherwise b 
possibk 

I ofig I ing<. pi inning is the felt need i 
iIk diy in banking industiy foi man 
icasons rapid g owth, new dimensio 
in the /c ot developmentil operations 
aceileidlion of ehangi ne d to cope gj 
with the ihings. ind th* i piration? o 
tlu society intcnsili ition ol compctititi 
(oi the sc lice linancial usoiirces an 
the othei incitasinedy complex pioblem 
faced by the industry from the sta 
G )\einnient and the community 

A sea change has taken place m t 
concept of binkini’ in Iiistry after natioiiA< 
Iisdtion Tile system hds undergone 
ma|oi ti insformation from class* bank 
ing to ‘mass binking The origin fi 
ckai shift fiom traditional banking 
developmental b inking and from co 
mcrcial banking to social b inking 
quite visible in late Seventies Babi 
stalled pi IVmg promotion il and cou 
ling lok through pi inning the cr 
nieds at the block kvd They ha 
icoiKHkd tlKii lending towards 
development of lh^> hitherto negieot 
cl issts of soc ct\ B inks have assu 
the I >le of 1i 1 incKi, planner and coo 
natoi,allt unbmed in one 

Branch 1 xpansiou Banks have bull 
up a broad opc itimil base in 
form of a widespread network o! 33,1 
banking offiu^s by the end of 1 
tovering a major part ol the country 
WliKh was lacking banking faciliti 
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ithin a span of a decade, commercial 
^nks opened more than 24,000 offices, 
per cent of which are located in 
[Sural and semi-ui ban areas. 

Taih n 1 

Centre-wise Distribution of Scheduled 
Commercial Bank Offices 



July 1. 
1969 

June 30, 
1978 

June 30, 
1980 

Rural 

1860 

11802 

15101 

Semi Urban 

(22.3) 

3344 

(42.1) 

7586 

(46.6) 

8078 

Urban 

(40.2) 

1456 

(27.1) 

4'42 

(24.9) 

4856 

Metropolitan 

(17.5) 

1661 

(16.2) 

4086 

(15.0) 

4384 

Total 

(20.0) 

8321 

(14.6) 

28016 

(13.5) 

32419 


(100.0) 

(1(10.0) 

(100.0) 


Source : RBI Bulletins. 

1 Deposit Growth : 

Deposits 

increased 

Ifrom Rs 4,646 crorcs in June, 

1%9 to 


Rs 40,271 crores by June, 1981. The 
notable feature is that deposits during 
he period June 1969 -December 1978 in 
e rural and scmi-urban areas increased 
from Rs 1169 crorcs to Rs 8,540 crores. 
The share of time deposits increased 
om 51.6 per cent in 1966 to 80.1 per 
nt by March 1981. In early 1978, banks 
Started showing a part of savings bank 
ccounts under term deposils. The num- 
cr of deposit accounts increased from 
18 million in June 1969 to 120 million by 
1980. Thus, servicing more number of 
..small accounts and the increasing number 
lof interest-bearing depvisits had created 
^mounting cost buidcn calling for efficient 
resources management than heretofore. 
There is an area where banks can improve 
iitheir profitability by proper portfolio 
planning, pooling of the financial resour- 
fCes raised and efficient employment of 
funds. 

Resource Maintenance : No doubt, 
ommercial banks arc making conscious 
brts to develop the uiKl».rilevcloped and 
backward regions of the country. Still 
here is much to be done in this area, 
ith the expansion of branches network, 
"“"^creased financing of priority sectors and 
akei seclitms of the community, the 
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distribution of credit tended towards 
small borrowers. Considering the impor¬ 
tance of procurement and storage of 
foodgrains in a country like India, where 
agricultural production depends upon the 
vagaries of the monsoon, banks have been 
providing a large volume of credit for 
procuring foodgrains and for buffer-stock 
operations. Providing finance to the small 
borrowers would definitely reduce the pro¬ 
fitability. On that score no bank which 
would like to remain in operation can 
ignore the weaker sections of society. This 
.social responsibility compels banks to 
perform better today than yesterday, to 
improve the productivity of staff and thus 
achieve the best possible profitability level 
at the same time operating under the 
above-referred constraints. Improvemeni 
of profitability and proper resource main¬ 
tenance were proved to be not possible 
under the present performance budgeting 
adopted by the banks. 

Credit to Priority Sectors : The share 
of small-scale industries and agricul¬ 
ture has increase from 9.1 percent in 
March, 1968, to 25.4 per cent by March 
1980. In absolute terms, the advances 
increased from Rs 278 crores to Rs 5,396 
crorcs. 

Financial assistance by all scheduled 
commercial banks to the priority sectors 
increased from Rs 482 crores in June, 
1969, to Rs 6,729 crores in March, 1980, 
representing an increase from 13.4 to 31.7 
in their percentage share of advances. 
The number of accounts relating to prio¬ 
rity sector advances also rose from 3.53 
lakhs in June, 1969, to 98.2 lakhs in De¬ 
cember, 1978, and to 125 lakhs in Octo¬ 
ber, 1980. 


Differential Interest Rate Scheme ; 
Commercial banks have been assisting the 
economically and socially backward 
classes engaged in productive endeavours 
by providing credit at concessional rate 
of interest of 4 per cent. No country in the 
world has so far adopted schemes at such a 
low rate of interest. The advances under 
the scheme increased from Rs 87 lakhs in 
1972 to Rs 90 crores in 1978. The number 
of accounts also went up from 0.26 lakhs 
in 1972 t.i 16.2 lakhs in 1978. Where there 
is Jack of conviction and involvement of 
the officers of the banks, where the in¬ 
herent inabilities of the weaker sections 
are susceptible to exploitation and where 
loans were granted only for publicity pur¬ 
poses, post-evaluation of the DRl scheme 
may be found to b: not encouraging. But 
this should not d;tcr banks from continu¬ 
ing to enlarge their support to the weakest 
of the weaker secti ms. J he role of the 
staff should be properly oriented and this 
connot be done by short-term planning. 

Profitability : The profitability of bmks 
has b:en affected by a variety of visible 
and invisible factors. The visible fac¬ 
tors are expansion of branch.*s on a large 
scale in rural areas, heavy operational 
costs of branches due to increase in the 
number of employees, high cost of living 
index resulting in high establishment 
expenses, increased lending to priority 
sectors, high share of time deposits in the 
deposit mix, etc. The invisible factors 
leading to declining profitability are lower 
productivity, increased number of ineffi¬ 
cient managerial staff, lack of proper 
credit planning and resources manage¬ 
ment, lack of commitment, involvement 
and motivation, rigid systems and proce- 


TABI.t II 

Deposit Growth of Scheduled Commercial Banks 


(Rs in crores) 



1961 

1966 

1971 

June 

1978 

1980 

1981 

March 

Aggregate deposits 

1746 

2950 

5906 

25303 

36493 

37371 

Demand 

720 

1427 

2626 

93i'4 

7405 

7434 


(41.2) 

(48.4) 

(44.5) 

(37.0) 

(20.3) 

(19.9) 

Time 

1026 

1523 

3280 

15939 

29088 

29937 


(58.8) 

(51.6) 

(55.5) 

(63.0) 

(79.7) 

(80.1) 


Source: RBI BoUedns 

.... 





dures, adoption of zero-risk approach to 
avoid accountability and lack of manage¬ 
rial skills. 

The ratio of profit to total working 
funds, i.e., capital, reserves, deposits, 
investments and borrowings, during the 
last decade has gone down from 0.23 per 
cent to 0.07 per cent. 

Rnsource Management 

Such a steep decline calls for immediate 
measures to be taken for efilcient resources 
management (financial and personnel) to 
improve profitability through increased 
productivity and efficiency. It has yet to 
be realised in certain quarters that the 
^ concept of piofit is well in conformity 
with the role of developmental banking. 
Undoubtedly the potential for growth 
can be sustained only with the generation 
of profits. The concept of profit planning 
has not been adopted so far by Indian 
banks. To fulfil the social icsponsibility 
cast on The banking system, viability of 
banks can ncvei be ignored. It is all the 
more essential to improve profits to meet 
the new demands made on them. 

Stafl* Motivation : The commitment 
Hnd involvement of staff cannot be said to 
oe of a high ordei. Jn one way, the size 
and growth of banks have increased the 


Table III 

Sectoral Classification of Advances of Scheduled Commercial Banks 

(Rs in crones) 


March 1968 


June 1978 


March 1980 


Amount Percentage Amount Percentage Amount Percen¬ 
tage 


1. Large and medium 


industries 

1857 

60.6 

6249 

39.2 

8341 

39.3 

2. Small-scale industries 

211 

6.9 

1756 

1) 0 

2630 

12.4 

3. Agriculture and 

allied activities 

67 

2.2 

1726 

10.8 

2766 

13.0 

4. a) Wholesjle trade 

541 

17.7 

3949 

24.8 

4015 

18.9 

OJ nhidi 

Food procurement 

J()9 

3.S 

252‘> 

15.8 

2100 

9.9 

b) Retail trade 

47 

1.5 

X52 

5.3 

1333 

6.3 

5. Services, pci sonal 

and othcis 

341 

11.1 

I42S 

8.9 

2149 

lO.l 

Total 

3064 

100.00 

15960 

100.00 

21234 

100.00 

- - - _ 

- - 

— 


- 

— 

- —. 


Somcc : RBI Bulletins.^ 


Tabu IV 

Working Results of Public Sector Ranks 


(Rs in crores) 


sense of remoteness. This sense of re¬ 
moteness, the zero risk approach which is 



1975 

1976 

1977 

1978 

1979 

attributable to liaditional banking, rapid 

1. 

Total Earnings 

1305 

1611 

1937 

2244 

2798 

increase in the number of people employ¬ 
ed, the promotional policies, the Jack of 


Of which 




skills required to peiform various jobs in 


a) Interest and 






the developmental work pertaining to 


Discount 

1132 

139.-' 

1696 

1968 

2468 

industries, agriculture, exports, imports. 


b) Other income 

(86.7) 

(86 6) 

(87.6) 

(87.7) 

(88.2) 

etc, and stagnation in the various cadres 


173 

216 

241 

276 

330 

of management have contributed to the 



(13.3) 

(13.4) 

(12.4) 

(12 3) 

(11 8) 

deterioration of service. This position 

2. 

Total Expenses 

1282 

1575 

1901 

2219 

2768 

needs lo be immediately conected. Some 


Oj whuh 






banks have started making efforts lo 


a) Interest 

747 

1004 

1240 

1429 

1799 

bring in necessary aUitudinal changes in 



(58.3) 

(63.8) 

(65:) 

(64.4) 

(65.0) 

their staff. 


b) Salaries 

433 

419 

484 

^77 

718 

The human rcsjuiccs development can 



(33.8) 

(26 6) 

(25 5) 

(26 0) 

(25.9) 

be achieved by impairing skills thiough 


c) Others 

102 

152 

177 

213 

251 

training. The magnitude of the require¬ 



(7.9) 

(9 6) 

(9.3) 

(9.6) 

(9.1) 

ment of different skills have to be assessed. 

3. 

Published piofits 

23 

36 


25 

30 

appraised and quantified This requires 

4. 

Spread (1. a to 2. a) 

385 

391 

4H> 

539 

669 

action plans on a long-term basis to be 

5. 

Percentage of pi ofit 






framed, implemented and reviewed 


to spread 

6.0 

9.2 

7.9 

4.6 

4.5 , 

continuously. 

6. 

Percentage of profit 





1 

1.04! 

Banking Regulations: Banks have to 


to total expenses 

1.79 

2.28 

1.89 

1.12 


open more branches in rural and semi- 
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THE CWUlOR HtnM SILK IF6 (WUH) CO LTD 


(PULP DIVISION) 

Birlakootam Mavoor — Kozhikode 
Pin 673 661 
(KERALA) 


to move the wheels of textile industry all over India 

BY PRODUCING QUALITY RAYON GRADE PULP 

THUS SAVING ENORMOUS/VALUABLE FOREIGN EXCHANGE 

MUCH NEEDED FOR NATIONAL DEVELOPMENT 

THIS IS A FOREST BASED INDUSTRY 

To augment availability of Raw Material and to provide self employment within the State 
of Kerala 




have launched a Rural Development Programme of intensive Eucalyptus and Murikku plant¬ 
ing campaign by FREE DISTRIBUTION OF POLYTHENE BAGGED EUCALYPTUS 
SEEDLINGS and MURIKKU CUTTINGS among various Panchayaths and Blocks 
for planting 

GROW MORE TREES 
MAINTAIN ECOLOGICAL BALANCE 
ERADICATE ATMOSPHERIC POLLUTION 
IMPROVE RURAL ECONOMY 

“He that planteth a Tree is a Servant of GOD 
He provideth kindness for many generations and 
Faces that have not seen him shall bless him ’’ 

For Supply of Bamboos, Reeds, Eucalyptus and other Species of Puipwood and for your 
requirements of eucalyptus seedlings/Murukku Cuttings, kindly contact our office at 

Mavoor: Telegram : “WOODPULP'’ Telex : 0854-216 

Telephones: 73973-76 (Calicut) and 51 (Mavoor) 

OR 

Company's various forest Divisional Offices at — 

Trivandrum, Angamaly, Thalore (Trichur), Mannarghat, Palghat, Nilambur, Sultansbattery, 
Kuthuparamba, Pollachi, Ooty and Mangalore. 

Regd. Office : Birlagram, Nagda (M.P.) 
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urban areas where population per office 
is more than the national average of 
20,000. Under the present branch licens¬ 
ing policy, banks have to open branches 
in the unbanked growth centres identified 
at the block level. Hereafter, they have to 
start operating in the remote and interior 
places of the hinterland. 

Banks have to ensure that their priority 
sector advances form at least 40 per cent 
of their total advances by 1985 and to in¬ 
crease their advances under DR I scheme 
to one per cent of their total credit, of 
which at least 50 per cent should go to 
the sections belonging to scheduled castes 
and scheduled tribes m the rural areas. 
Increased credit fiow to agriculture and 
rural development, ear-marking at least 
50 per cent of the credit to weaker sec¬ 
tions and greater attention towards the 
credit needs of landless labourers and arti¬ 
sans are some of the elements of the insti¬ 
tutional credit policy envisaged in the 
Sixth Plan. 

Banks have to maintain certain stipula¬ 
ted cash lescrve and statutory liquidity 
ratios (now increased to 7 & 35 per cent) 
of the demand and time liabilities 
though this would reduce the profitability 
due to non-availability of funds for 
deployment in high interest yielding ad¬ 
vances. They should step up their credit- 
deposit ratio in rural and semi-urban 
areas to 60 p:r cent and provide agricul¬ 
tural credit in all the 5,000 blocks selected 
for integrated rural development by mak¬ 
ing special efforts with an objective to 
generate additional income through en¬ 
dowment of new productive resources to 
those who do not have a land base. The 
credit-deposit ratio has to be increased 
in rural areas to adhere to this norm in 
228 districts. More attention also has to 
be paid to semi-urban areas as well in 
249 districts. 

Tabi r V 

Credit-Deposit Ratio 


Population 

June 

December 

June 

Group 

1978 

1978 

1979 

Rural 

53.7 

60.3 

60.1 

Semi-urban 

S4.8 

59.0 

58.9 

Rural Sc Semi 

- 



urban 

54.6 

59.3 

59.2 


Source : RBI Bulletins. 


Table VI 

Frequency Distribution of Districts Based on 
Credit-Deposit Ratio of Commercial Banks 

Frequency Rural Offices Semi-Urban 
(Credit-Depo- Areas 


sit Ratio) 

1978 

1979 

1978 

1979 

Upto 20% 

72 

48 

40 

28 

20%-30% 

53 

53 

57 

56 

30%40% 

49 

45 

55 

54 

40%-50% 

29 

48 

46 

52 

50%-60% 

37 

35 

35 

59 

Above 60% 

148 

164 

113 

98 

Total (Distncls) 388 

392 

346 

347 


Source; RBI Bulletins 

The banking operations during the next 
five years will have to be guided by the 
programme ihrusts of the Sixth Plan. 
Briefly these arc: (i) for the removal of 
poverty, the household will be the basic 
unit in target group oriented programmes: 

(ii) for accelerated rural development, ai 
the landless labourers and rural aitisans 
account for ds much as one-fourth of the 
rural workforce^ the strategy of credit 
deployment for weaker sections should be 
so oriented as to equitably serve their 
needs through effective credit planning 
involving eaimarking of credit lo them; 

(iii) to promote opportunities for gainful 
employment to ihe rural youth, TRYSF.M 
NREP and employment generation coun¬ 
cil at di.strict level will be established. 

Over 60 per cent of our population is 
below the age of 30. Agricultural labour 
constitutes about one-fifth of the rural 
workforce and 50 per cent of these house¬ 
holds are landless and have no asset base; 

(iv) 15 million hectares would be brought 
under irrigation during 1980-85; (v) late 
of growth of agricultural production 
aimed at is around four per cent; (vi) 
fertiliser production will be increased so 
that a consumption level of about 9 mil¬ 
lion tonnes of NPK can be achieved; (vii) 
industrial growth rate of 8-9 per cent is 
aimed at through improved functioning 
and higher outlays for infrastructure 
particularly coal, power, railways, steel, 
cement and petroleum; (viii) growth 
rate of a minimum of about 10 per cent 
in exports must accrue; (ix) average 
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growth rate of five per cent in annual 
national income will be aimed at during 
the Plan period. 

During the three years ended 1978-79^ 
while money supply and monetary resour« j 
ces increased by 63 per cent and 76 per I 
cent respectively, GNP in real terms ro$n 
by 14 per cent, agricultural output by nine 
per cent and industrial output by 25 pef\ 
cent. In the context of the inflationaiy! 
potential created in the recent past, 
credit policy of the RBI calls for stridt, 
vigilance on credit expansion by conuner*^ 
cial banks so as to ensure that furthei^^ 
inflationary potential is not created aikAls 
that genuine production and investmei^ 
needs are met. Banks have been asked w 
exercise greater restraint in fixing nei^^ 
limits or increasing existing ones exceed^ 
ing Rs 50 lakhs and to carefully monitoi^, 
credit against sensitive commodities. 

'S 

Complicated Changes 

For better appreciation of the protk 
lenis, constraints and opportunities, 
trend and progress of b inking during tl)# 
last decade, policies of Central Goverdill 
ment and Reserve Bank and tbs 
national Plan details have been discussed* 
1 o understand the complicated enviroth 
mental changes which arc prominent} 
affecting the Indian banking, a close studg 
of selected economic indicators of the lait 
twenty years would be useful to forecafti 
the banking trends in the eighties. 

Rate of inflation, growth in money $u||i 
ply, rate of growth of industrial and aglf 
cultural production, widening tradedefiqtf 
investment climate, national income, iMf 
domestic saving, net domestic produCjll 
domestic capital formation and goveatt 
ment policies are some of the key inditii 
tors which serve as basis for forccastli 
the additional deposit accretion to Q 
banking industry. Individual banks coil 
patible with ihcir market standing, CQ 
poratc strengths, and competitive advi^ 
tage, have to build up long-term straR 
gies best suited to them. These factot 
shape the strategy formulation and tH 
luation process. 

Deposits : The total resources requin 
arc placed at Rs 169,845 crores for 
Sixth Five-Year Plan. Of this, the pub 
sector and private savings are estimafl 
at Rs 140,152 crores. Based on I 
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|pted during the Fifth Plan, banking 
mingdustry would get about 30 per cent of 
^liie savings towards deposits in the next 
years, i.c. around Rs 42,(00 crores. 
1990, banks may mobilise about 
lU 100,000 crores additional deposits 
than in 1980. 

Advances : The additional credit 
tiieploymcnt at the optimum level of 
70 per cent credit-deposit ratio would be 
around Rs 70,000 crorcs during this 
decade. Of this, in the priority sectors, 
the additional credit allocation would 
be around 40 per cent i.e., Rs 28,000 
crores and the large and medium indus¬ 
tries would get additional finance to the 
tune of Rs 32,000 crorcs. During the 
Sixth Plan, credit to agriculture and 
allied sectois has keen projected to be 
expanded fiom Rs 2766 crorcs in 1979-80 
to Rs 5,400 Cl ores by 1984-85 and the 
Share has to be enhanced from 12 to 16 
per cent of the total advances by the 
end of the Plan period. 

Credit Planning • In response to the 
national aspirations to achieve balanced 
regional growth, all banks will have to 
lay greater stress on area development 
appro ich for inter-state and inter-regional 
balanced de>^clopment. The stipulation 
of credit-deposit ratio of 60 per cent 
indicates that banks arc required to invest 
fiinds in the area from where they are 
mobilised. The credit deployment of 
such a magnitude at rural centres will 
call for requisite support of adequate 
and trained staff with correct orientation 
to ensure proper credit planning and 
follow-up of advances. 

Profitability : The declining trend in 
profitability has to be immediately 
arrested. It is evident from experience 
that performance budgeting has not 


served the purpose. Poor profitability 
can be traced to incomplete utilisation of 
resources, the inherent inefficiency of 
systems and an increase in expenses out 
of proportion to growth in business. 
A systematic diagnostic analysis has to 
be done to identify the characteristics 
which contribute to the long-term profit¬ 
ability and to assess continuously the 
competence profile, i.c., the strengths, 
weaknesses the opportunities emerging 
in the environment. 

Motivation : The interesting question 
‘why all the staff do not contribute 
their best to their organisations' still 
remains to be answered. The develop¬ 
ment of skills required to perform the 
job efficiently, the management philoso¬ 
phy, real involvement in the develop¬ 
mental plans, decentralisation and dele¬ 
gation of authority, job evaluation, )ob 
satisfaction, recognition, relief from the 
monotony of work and career path 
development—all these factors contribute 
to propelling the inner forces of an 
individual towards the achievement of 
the corporate objectives. 

Social Responsibility : Short-term 
profit can never be the sole objective of 
any prudent banker. Looking forward 
for longer than the foreseeable future is 
necessary to remain in business. IwOng- 
term survival is not likely for an orga¬ 
nisation that ignores the society in which 
It operates. Financing new ventures, 
whether small or medium or large 
industry, has long term implications for 
the potential depositors, borrowers, 
employees, government and the commu¬ 
nity at large. Similar is the case with 
agricultural finance which accelerates 
value-added contribution and the wealth 
of community. Profit is a must for any 
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Key Economic Indicators 


commercial undertaking. Enlightened 
self-interest dictates that social responsi¬ 
bility is a part of wise banker’s planning. 
Profitability has to be increased by 
improving its operational efficiency and 
by reducing the cost burden on the 
society through sustained efforts and 
strategics formulated, which are to be 
based on the long-term objectives defined 
in clear terms and can be quantified as 
key result areas identifiable to the 
managerial personnel at operating centres. 

Organisational design and Development : 
From the past trends, wc may expect 
that banks have to open 20,000 new 
branches in the eighties They will have 
8 lakh employees manning 55,000 offices, 
controlling deposits and advances to the 
tune of over Rs l(i0,0i)0 cioics and 
Rs 70.(00 crores, respectively, with 125 
lakh accounts in agiicultuie, 50 lakh 
accounts under the DIR scheme, 25 lakh 
accounts under tiny, cottage t nd small 
industries, 50 lakh accounts under small 
business, letail tiadc, professional and 
sclf-empli^yed and transpoit operators- 
in total 2 50 croic accounts. Ivcn then 
It cannot leach even 5 ) per cent of the 
luial and urban labour force by the 
turn of the decade. 

Organisational Design 

The cver-increasing socio-economic 
pressures calling for equitable distribu¬ 
tion of means of production and income, 
geneiation of maximum employment 
opportunities, development of backward 
aieas, backward castes, etc , as also the 
growing internal and external competition 
for garnering resources underline the 
imperative need to break from the past 
trends and make changes in the present 
organisational structure. The evolution of 
proper organisat o .il design and develop¬ 
ment assumes gieater importance in the 


Year 


!I960-6I 
Jl 977-78 

1978- 79 

1979- 80 






(Rs in crores) 

coming years. 

The magnitude of tlie problem becomes 
explicit when once each bank is asked 
to shoulder largii responsibility of 
taking up intensive coverage in more 
blocks. Ihcicisan urgent requirement 
of well trained managers capable of 

Population 

(Million) 

National Income 
(at current 
prices) 

Money 

Supply 

(M.) 

Bank 

Deposits 

Deposits as 
of National 
Income 

434 

13,263 

2,869 

1,746 

13 

629 

73.1S7 

15,609 

17,566 

24 

offeiing financial commitment on behalf 

641 

76,230 

18,385 

22,211 

29 

of the bank for rural upliftment projects. 

680 

87,130 

21,858 

27,001 

31 

Future Recruitment and Training 

-— 

-- 



Policy : To accomplish the gigantic task 
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confronting the banking industry in the 
eighties, manpower planning assumes 
a crucial role. Banks will have to step 

^ up their share in agricultural credit 
sizeably covering additional small and 
marginal farmers and landless labourers. 
This necessitate^ recruitment of specialis¬ 
ed staff who have to work in the rural 
areas, involving an employment of 
10-15,000 agricultural, veterinary and 
technical staff. Further to meet the needs 
of the industry and the technological 
changes, banks have to initiate effective 
steps to arrange for technical consultancy 
and specialised functions. 

Visualising the Future 

^ Banks have to visualise the pattern of 
future change to adjust the organisational 
structure with a piDpcr matching of the 
human and financial lesources to take 
advantage of opportunities and meet 
the clvallengcs of ilic futuie. 

Lorif^-icrm fimiticLl prohium and 
stratcpiics : Iheie is pos?»ihilily of virtual 
disappearance of big bianches and 
speci iliscd biiincb^’s seem to be the 
alternative solution for cfticicnt customer 
service. Multiplicity of functions at the 
laigc and uns\icldy bianches with staff 
strength running into hundreds are 
responsible for poor customer service. 

^ Their elficicncy is low and such branches 
create problems for proper resource 
maintenance. 

Business planning has to be time-bound, 
the starting point of the whole process 
may consist of a five-year or ten-year 
forecast. The forecast includes the re¬ 
sources the operating units are expected 
to generate, year by year from their own 
operation, and what they plan to invest 
in different segments. It is quite possible 
that in each of the years the proposed 
deployment of credit may exceed the 
funds mobilised. Solutions have to be 
found as to whether the required external 
finance can be raised; if so, how, at what 
cost and whether the reGnancing agencies 
and the market can supply the funds that 
are sought. 

^ This analysis requires a detailed break* 
down of the estimates year by year. State 
by State, district by district and block by 
block. It has to follow that a viable, 
jointly based action plan emerges in de¬ 


tail. This probes the opportunities arising 
and the problems such as: how much 
investment under long-term and short 
term ? What maturities ? It helps to 
minimise short-term adverse effects and to 
raise upto the occasion in the light of 
the economic cycle for greater flexibility, 
mobility and control in both the resources 
and disposition of the funds in an effi¬ 
cient way, rather than the present system 
through top-to-bottom and bot(om-up 
planning. 

Because of the more varied and com¬ 
plex forces, influences and pressures of 
the community, the structuie and organi¬ 
sation of a bank is bound to be compli¬ 
cated and diflicult to c mprehend. This 
may, in fact, mean that at times it is 
almost impossible for the management to 
formulate and implement a consistent 
policy. 

Operational planning refers to the 
futuie planning of existing operations in 
existing markets. Corporate planning is a 
process concerned with the future and 
continuously provides basis for futuristic 
decision making and ensures the desired 
consistency in oiganisational direction. 

This involves the determination of 
future povture of the business with special 
refeienco to its profitability, size and 
rate of technological changes and inno¬ 
vations. Coipoiate planning helps in 
formulating long-term objectives and 
deciding the human and financial resour¬ 
ces for attaining the objectives. It in¬ 
volves evolution ot a strategy, i.c , a set 
of ideas about tlu desirable future and a 


genera] approach to /rame a feasible 
action plan to achieve the objective. 

Further, in an environment characte¬ 
rised by an accelerating rate of change, 
corporate planning has to achieve synergy 
from the earlier identification of oppor¬ 
tunities, speedy recognition of threats to 
take the corrective measures necessary 
and coordination of the variable and 
conflicting factors which will obstruct or 
pervert the planned intentions. 

Corporate planning consists of gather¬ 
ing together the facts and probabilities, 
formulating policic.s on what to do in the 
future, then translating the decision into 
action, and measuring the results of 
these decisions against the expectations 
through organised, systematic feedback* 
Careful and thoughtful planning leads to 
superior performance and greater 
profes'^ionalism. 

To be more succint, it helps in the deter¬ 
mination of priorities and to focus spot 
light on those areas of activity where 
controls arc week. Planning is not 
merely about what should be done; it is 
about in what otdci, when, how and 
where. 

The ab-scncc of the desired consistency 
in the organisational diiection and futu¬ 
ristic planning makes explicit the reasons 
for the deficiencies in the present Indian 
banking system. The multiplicity of ope¬ 
rational IInd control points of high 
magnitude calls for a process that can 
evolve and draw under a sharper focus 
Ji ng-term common goals or purposes for 
which all would work to achieve synergy. 


/* - - - ^ 

NOTICE 

Due to increase in foreign postal rates the foreign 
subscription rates of EASTERN ECONOMIST have been 
revised as followis : 

ANNUAL (Surface Mail) : S 50 or £ 25 

CHIEF EXECUTIVE 

' c_______ j 
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I^oeuf on InduMtf 


Towards Paper Famine 7 


CODNIRY it appears is in for a 
lierious paper crisis. This follows a sub- 
l;iantjal drop in domestic production bc- 
ffcause of the inadequate supply of power, 
Coal and railway wagons to paper mills. 
^;Thc total output of paper in the current 
^' financial year is expected to be 950,000 
tonnes, as against about one million 
^tonnes last year. 

This perhaps will be first time after 
i;.'about a decade when production will be 
pless than the output of the previous year 
and that too under conditions when capa- 
city will be augmented significantly. While 
: this itself is expected to create consider- 
able shortages, the Government's decision 
■i to reduce imports over the previous year’s 
f level will further aggravate the situation. 

' Last year the total authorizition for im- 
.. ports was 50,000 tonnes. 

[, It is lather unfortunate that capacity 
r utilisation in the paper industry during 
the last four years his been around 80 
f per cent. This is primarily because of 
^ power cuts to the extent of about 50 per 
cent imposed on the paper mills in UP, 
[ West Bengal and Karnataka. 

The newsprint supply position is also 
i becoming tight. Monthly arrivals have 
I now fallen to about 26,000 tonnes from 
I the earlier level of more than 30,000 
\ tonnes. The current arrivals amount to 
r just one month’s requirements of the 
I newspaper industy and as such news- 
I papers and journals may have to draw 
upon their inventories which arc already 
f tar below the normal. 

I The decline in arrivals of imported 
I newsprint is stated to be due to two main 


also being finalised. Recently Romania 
has agreed to supply 30,000 tonnes of 
newsprint every year from 1981 onwards 
over a period of five years. This is against 
the level of 20,000 tonnes received in 1979 
and 22,000 tonnes during the current 
calendar year. Next to the USA, India is 
the second-largest importer of newsprint. 

With the Government now compelled 
to import sugar, wheat, steel, cement, 
edible oils and above all, crude oil at a 
high cost, it may not be feasible to step 
up the allocation for newsprint imports 
or to place them on the Open General 
Licence. 

It is depressing that the only newsprint 
factory in the country in Madhya Pradesh 
has neither been able to improve the 
quality of pulp nor achieve the target of 
production. Other public sector plants 
that are under construction have been un¬ 
accountably delayed. The newspaper 
industry itself cannot be absolved of its 
responsibility. If the larger newspapers 
had pooled their resources, worthwhile 
newsprint projects could have been launch¬ 
ed decades ago. No doubt, the news¬ 
paper industry is highly capital intensive. 
Expensive machinery and other basic in¬ 
puts are often beyond the reach of the 
small entrepreneurs or an enterprising 
journalist. In any case, the larger news¬ 
papers could have taken some initiative. 

Despite an anticipated increase of200,0C0 
tonnes in the supply of paper between 
1979-80 and 1982-83—from about one 
million tonnes to nearly 1.3 million tonnes 
- the demand supply gap is likely to go 
up to 100,000 tonnes from 70,000 ton- 


the lack of any worthwhile investment in 
this sector in the 60’s and the 70's just by 
saying that paper units have an unattrac¬ 
tive investment-turnover ratio or an in¬ 
ordinately long gestation period. The 
working group on paper has estimated a 
shortfall of 200,000-300,000 tonnes in 
the text two years. 

Expansion of capacity, fuller use of the 
installed capacity and establishment of 
small units using locally available raw ma¬ 
terial may be part of the answer in the 
short-run. We cannot depend on imports 
because a world paper famine is likely 
to develop by the end of this decade. In 
such circumstances the Indian Paper 
Makers Association has suggested exten¬ 
sion of the excise concession of 35 per 
cent to all varieties of paper produced 
from unconventional raw material like 
bagasse, jute stalks and elephant grass. 

If the Government could formulate an 
effective policy for raising paper pro¬ 
duction, there is no reason why India 
should not acquire self-reliance in this 
basic item. The supply lag on the basis 
of demand projections may be partly 
made up when Hindustan Paper Corpora¬ 
tion's Nagaland unit with an annual 
capacity of 33,000 tonnes goes on stream 
by the end of this year. Eight other new 
projects cleared by the Planning Com¬ 
mission—involved a capacity addition of 
350,000 tonnes. But how long they will 
take to go into production is any¬ 
body’s guess. 

It is obvious that the industry is reluc¬ 
tant to add to its capacity largely because 
it has failed to make fuller utilisation of 


I factors. First, there is a strike in two 
I leading newsprint producing units in 
1. Canada. Second, two supplying com- 
I panics in the U K have shut down their 
I opeiations for modernisation. This sudden 
r development is likely to create a situation 
I offhand to mouth* living on the part of 
1. newspapers and journals. 

Since the demand for newsprint is 
growing, the State Trading Corporation 
^ is trying its best to get more supplies 
from the traditional sources. A long- 

i term arrangement with Bangladesh is 

; gASmN ECONOlilST 


nes. This is so because the demand is 
expected to increase from I.I2 million 
tonnes to 1.4 million tonnes during this 
period. The root cause of the problem 
may be traced to the steep hike in the 
prices of inputs—power (48 per cent), coal 
per cent); iron and steel (30 per 
cent); cement (48 per cent) and transport 
(50 per cent). The rise in the prices of 
forest-based raw materials demanded by 
several State Governments has given a 
further push to production costs. 

However the industry cannot explain 


the existing capacity. The State Govern¬ 
ments have also not bothered to encourage 
the industry to promote captive planta¬ 
tions on a sustained basis. On the con¬ 
trary, their tendency is to lease forest 
areas on a short-term basis and raise ro¬ 
yalty rates all too frequently. The ap¬ 
proach of the Union Government too is 
not particularly helpful. The Government , 
has done little to provide any fi:^cal or 
credit concession which could have en¬ 
couraged the industry to grow. 

—Virendra Agarwala 

Aiic9»r 14» . 
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Bharat Heavy Electricals Limited 

(A fully owntd Govurnmtnt of liMlIa undortaking) 
nagd Offict Hindustan Timn Houm. 18-20Kasturba Qtndhi Marg New Oalhi-IIOOOl 

FIXED DEPOSrr SCHEMES 


The company invites Doposits from public, ita amployaaa, ex* 
employees. Charitable and other Trusts etc. under the 
following Schemas — 


-1 

1. CUMULATIVE DEPOSIT SCHEMES 

Minimum 
Amount of 
Daposil 

Amount repay- 
able on 
maturity after 
thrao years 

Minimum 
Amount oi 
Oapoaii 

Amount rapay- 
abla on 
maturity after 
three years j 

Rs. 1.000 

Rs. 1,500 

Rs. 10,00,000 

Rs. 15.11,000 


for «wrv odditional Rb 1 000 
dapofilod Rb 1 500 will bo ropoid 


For ovary additional Ra 1 000 dapotiiod 
Rb 1 511 will ba rapaid on matuniy 


on maiuriiy subioi t lo declui iion of subiect to doduclion of tax at Bourra on 


tax at BourLO on tha incremantal 
amount 


ths incramantal amount Thia facility would 
bo avdilobla only to thoia who hava 
depoBitad directly and not to those who 
have come throu 0 h a broker The depositora 
who have made dapoaiia of Ra 10 00 000 
and above, on or after lat April 1981 are 
aligibla for thia schema 


II. FIXED DEPOSIT SCHEME 


Period and Rate of simple interest p a 

Category 

1 year 

2 years 

3 yeors 

Deposits from public 

11% 

12% 

13 5^ 

Deposits from Its 
employees/ex -employees, 
and recognised 

Charitable Trusts 11 5% 

12.B% 

1«% 


Deposits are acceptabla In muHiplev of Rb 1000/ with a minimum of Ra 1 000 
Intern t will lie i ali iilated on 30th Sepinnibi'f/JIat Marc h anrl will bn (ihiiI I I rearly 
tiid on mnlLirity Wh(*rii the imount of deposll la Rb 1 liikh oi niiin n ti i v 
pali tor thr punod endinp JOih June 10th beptambei JUl Owcombni nn t U i MarcK 
ir ii re^it will bn [Mid ihrouQh Inteiest Warranta caahable at par at all Braricln.^ u 
Si u I Ddnk of liidot in the couniiy 

Deposits iTidy bo miidr in cash nr by cheque or by hank draft rhequas/Drafts shn ild 
bi iros.ed Act (Hint Piyee Only and made in favour of Sidte Rank of Ind i MIL 
f Iked Deposit Scheme or C iin ird Bank-BHCl Fixed Depo it SrheniL e tl i 
nmy be anil drawn on a bank wtiKh is situated In the fcamn town os th t !< i which 
the appikdtion k submitted Acceptanr o of Fixed/Cumul^iivn ili pu'-it w ii i 
subnet to the terms and conditions indicated on tha reverse of the .ip[ lie it i \ lurm. 

PARTICfJLARS AS PER THE COMPANIES (ACCEPTANCE Of 
DEPOSITS) RULES 1975, AS AMENDED 

n) Name ol the Company BHARAT HEAVY ELECTRICAIS LIMITED 

b) Date ol mr oiporanon of the Company 13th November 19G4 

c) The businasi carried on by the Company with iha daiaila of branchaa and unna. 
if any 

The activibes of Bharat Heavy Elortrirals Ltd rover the anqinaennq deveinpment 
m inufdctuie erei tiu<i arid rommlskioiiing of elec fncais r li c iromr ii d m i r tl 
eqii pment (ni generation irdii-im .^lon disir butior and olilisii nn ul uli I 
energy BHEl hjs also been playing an incieasingly aclive role in furthaiinu industrial 
growth with ns wide rattge of indusinal producta 

The Company has its regisierad office and corporati office at New Delhi snd 
manulactur ng divisions at Bhopal Hardwor Hyderabad U mnalc re ' ru h nt ilb 
and Jhansi Thera ate three Engineering D v .luns dr al ny w ( i I r v> wi i b 

Development Protect Enyineermy and Du«ility Assuroiu o Pesde^Hiq iH 
Uperaiions Oivi>ions Iransportat on Sysirms end Indjatriel oysicms (jirjuLS ihore 
are Servtce Oivisiona dealing with Maikebng and Salas Exports and Fewer Projetia 
h Services 

d) Brief particulars of the Mmagerpent of tha Company The Company is managed 

by the Managing Director and whole bme Oiractora under tha suparvisiun dnectioh 
and control of iha Board of Oireciors 

e) Namasi, addrassaa and occupations oi the Oiractora: 


NAME OCCUPATION AND ADDRESS 

Shri K L Burl Chairman b Managing Diracior Bharat Heavy Elaeincala 

Ltd , 18 20 Kasturba Gandhi Marg New Delhi 110001. 
Shri N Raim AddI Sacratary b Financial Adviser (I) Mi ustry ol 

Indualry Udyog Bhawan New Delhi 110 001 
ShriMC Gupta Joint Secretary Ministry of Industry (Deptt ol Heaw 

Industry) Udyog Bhawan New Delhi 110001 
Bria V NIrula Chairman b Managing Diraclot Instiumantaiion 

Limited Kota Rrjasthan 

Shri R N Srivastava Director (Personnel) Bhtr t Heavy Electricals Ltd . 

18 20 Kesturba Gandhi f ug NnwOiihi 110 001 
Bhri T V Balakrlihnan Director (R b 0) Bharat Hn ivy tim inr nis ltd 

18 20 Kasturba Gandhi Mary New Delhi ItUUOl 

f) Pffofltaef tha Company baforo and after making proviainn for Tax 
for fho thro# finanoial yoara Immodiataly praoeding tha dato 


of atfvartiaamont 


(Rupees in Crornn) 


NOTE Brief particulars of eontingont liabilitioa 


(Rupees in croros) 


As at 
3131980 


As at 
3131979 


CiAifnt ogalnat Company not acknowledged ae 
Oabta 

Billa diaeountad with Banke 

Guarantaa to State Bank of Mysnro for Caah 

Ciadif facilitiaa to Subnidiary Companies _ 

Total 





Year ended list Maroh 

Profits 



1978 

19/9 

1980 

Before Tas 



97 42 

90 49 

43 30 

After Tax 



28 42 

25 49 

38 30 

e) Oividondadoelsrad by the Company in roapaot of the said 

years 




1978 

1979 

1980 

Rato of Olvidond on Paid-up Capital 6 % 
Amount (Rs incroras) 7 80 

7 80 

9% 

7 80 

h) Bummarfsad financial position of tha Company os m the two latest 

audited balance ahaata 


(Rupees in Cron s) 


As at 


As ot 


31 31080 

31 3 1978 


31 3 1980 

3131979 

Llabllitlaa 

Aharo CspItsI 

130 00 

130 00 

Assets 

Fixed Assets 
(net) 

Investments 

314 38 

1 79 

284 20 
' 79 

Rosarves A 

Surplue 

117 40 

•2 10 

Current 

Assete 

813 08 

848 91 

?. 

II 

190 77 

73 89 

Loons Er 
Advances 

74 28 

64 90 

Unsaeursd 

Loans 

270 01 

292 09 

Mi^cellaneoua 

Expenditure nil 

nil 

Currant 
Liabiiitiea B 
Provisione 

638 34 

844 90 

Profit b 

Lo 19 A/o 

ml 

ml 


I) Tha amount .vn o ih» Company can raise 25 'A of aggregain ol thi [ i i up 
by way ol deposit ndt r thii Share Capital and Ireo r# • t rwi of 

Companies (Acceptance of Deposits) the Compiiny->Hs 61 65 dores 

Rules 1975 as amended 

)) DeposItB held as on J1 11981 Re 14 58 doroa 

k) Tho Company hereby declares 

1) That It has complied with the provisions of the Compan as (Acceptance of 
Daposits) Rules 197S ai. nmendiid 

Ii) That the compliance with thesa Ruiei does not imply that ropaymoni of 
daposits IS guaranteed by the Coi trai Government inri 
III) That the deposits accepted by tha Company are unsecured and rank pan psssu 
With other unsecured liabiiitiaa. 

The taxi of tha above advartlaameni has bean approvait hy the Board of Directors 
at then masting held on June 1.19G* end a ropy thiutof duly s tKid bv « miioniv 
of the Duecinis on the Board of Oiraciori of the Coi pjny as r nn‘i luted at the tuna 
Ihc Board approved tha advartisamsni wa* drlivcrad to the Registiar ol Companiot, 
Delhi and Hiryana for registration This advertlsomeni issoad on the auihoiitv 
and in tha name of tha Board of Oiraciors of the Company 

Bv order ol the Board of Directors 
for Bharat Heavy Electricals Limittd 
Nl NARAYANASWAMI 

New OalM June 3 1981 SECRETARY 


ow, give your Investment the power to sprcwlg 


Ai 
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ItTATE OF THE 
iCONOMY 


Ptvision of Steel 
;^Ffoduction Tergets 

I^The Govcrnmfnt plans to 
j^ake an upward revision of 
Ihc target of ingot steel, sale¬ 
able steel and pig iron during 
Jthc current limtneial year in 
'view of the better performance 
of coal and power. The pro¬ 
duction plan so far envisages 
7.?1 million tonnes of ingots, 
:5.7.'^ million tonnes of sale¬ 
able steel and 1.424 million 
tonnes of saleable pig iron. 
This information was given 
to the Parliamentary Consul¬ 
tative Committee attached to 
the Ministry of Steel and Mines 
by the Minister for Com¬ 
merce, Steel and Mines, 
Mv Pranab Mukherjec, rc- 
ifcntly. 


Mr Mukherjec pointed out 
'that during April-July, 1981, 
[steel plants under Steel 
Authority of India (SAIL) 
pjpnroduced 2.6 million tonnes 
Jjpf ingot steel and 1.696 mil- 
llion tonnes of saleable steel, 
Itiiiereby registering an increase 
18.6 per cent in ingot steel 
Imnd 30.7 per cent in saleable 
[Steel over the output during 
[the corresponding period last 
[year. 

The Minister informed the 
toembers that an Intcr-Mini- 
iterifil Expert Committee, set 
ip to conduct further nego- 
iations with foreign parties 
bn technical and financial col¬ 
laboration for the proposed 
itccl plant at Paradeep has 
iubmitted its report. A Cabinet 
ote has since been prepared 
H the light of the report and 
;lie Cabinet’s decision is being 
(Ought for further action in 
lC matter. 

About the modernisation 
is of the steel plants. 
Mukherjec said that blast 
rnace No. 4 has been com- 
lissioncd at Bokaro and coke 
en battery No. 5 has gone 
production. Except the 


cold-rollcd mill complex, the 
four million tonne stage of 
the plant is expected to be 
completed by September, 1982, 
and the plate mill at Bhillai 
is likely to be commissioned 
during the current year. He 
said that concrete pouring for 
the blast furnace at Vishaka- 
patnam is likely to take place 
in October, 1981 and the first 
phase of the project is likely 
to be completed by 1985. 

Rerolling Capacity 

The Minister said that the 
Government has accepted the 
recommendation of a techni¬ 
cal committee on re-rolling 
industry and banned further 
creation of rc-rolling capacity 
except in some States where 
no mini-steel or re-rolling plant 
exists. This is in view of the 
large capacity already existing 
in the country. He said the 
total installed capacity in this 
sector i.s 16.67 million tonnes 
while the utilised capacity is 
about 17 per cent only. Tic 
informed the members that 
there was already another let¬ 
ter of intent granted to Bihar 
State Industrial Development 
Corporation for setting up a 
sponge iron plant of I2(),()()0 
tonnes capacity, based on the 
same technology. 

The Minister further said 
that another licence of 3(X),0(X) 
tonnes capacity plant, based 
on Allis Chalmers process, had 
been granted to Orissa Sponge 
Iron Limited. Part of the 
capacity of 150,000 tonnes is 
nearing completion. The 
Orissa Government has also 
requested for permission to 
set up another plant of 90,000 
tonnes capiicily based on 
TISCO technology. Setting 
up of plants, based on gaseous 
reduction upto 400,(XX) tonnes 
capacity is also under consi¬ 
deration of the Government. 

Mr Mukherjec added that 


the Government has approved 
the modernisation and techno¬ 
logical updating plan of Alloy 
Steel Plant, Durgapur. It 
is expected to take 42 months 
in implementation at an esti¬ 
mated cost of Rs 65.98 crores. 

Record SAIL 
Production 

The public sector steel plants 
under the Steel Authority of 
India Ltd (SAIL) maintained 
high level of production in 
July. Saleable steel production 
in these plant.s during July 
was 443,KX) tonnes which is 
the highest for any time in 
July since 1978, according to 
a SAIL press release. 

The aggregate production in 
the.se plants for the fust four 
months of the current finan¬ 
cial year is 17 lakh tonnes. 
This is 399,0(K) tonnes more 
than the saleable steel pro¬ 
duction in the corresponding 
period of the last financial 
year and represents a growth 
of 30.7 per cent. This aggregate 
poduction is also the highest 
for the first four months cf 
a financial year since 1977-78. 

Saleable steel production in 
these plants could have been 
higher but for power restric¬ 
tion on the Bhilai Steel Plant 
during most part of the month 
particularly during the peak 
hours of the evenings*. Bokaro, 
Durgapur and JfSCO also 
suffered .sonic setbacks in 
power supply. 

Sugar Output 

According to the Indian 
Sugar Mills Association, the 
sugar production during the 
first fortnight of July 1981 
was about 8,(X)0 tonnes as 
against the same quantity pro¬ 
duced during the correspond¬ 
ing period last year. This 
brings the total production 
till Juiv 15, 1981 for the 
season 1980-81 to 5,056,000 
tonnes as against 3,813,(XX) 
tonnes during the correspond¬ 
ing period last season. The 
offtake of sugar from factories 
during the first fortnight of 
July, J98I was about 197,000 
tonnes for internal consump¬ 
tion and nil for exports as 
against 168,(XX) tonnes for 
internal consumption and nil 


for exports during the same 
fortnight last season. The 
total off-take till July 15, 1981 
was about 3,685,000 tonnes 
for internal consumption and 
60,(X)0 tonnes for exports as 
against 4,254,000 tonnes for 
internal consumption and 
2.30,000 tonnes for exports 
during the corresponding period 
last season. The total closing 
slock of sugar with the fac¬ 
tories as on July 15, 1981 
was 19,06,000 tonnes as against 
14,15,000 tonnes on the same 
dale last season. 

HZL Losses Due 
to Power Cuts 

Interruptions in power 
supply in various plants of 
Hindustan Zinc Lid (HZL) in 
Rajasthan, Bihar and Andhra 
Pradesh have had a telling 
effect of (he finances of this 
public sector undertaking. 

The cumulative production 
loss at the zinc smeller at 
Dcbari in Rajasthan and Vizag 
plant at Andhra Pradesh is 
pul at about Rs 21 crores. 

In Rajasthan alone, the loss 
of zinc metal production 
during the year due to power 
cuts has been estimated at 
about 17,0(X) tonnes valued 
at over Rs 18 crores. 

Despite these constraints, 
however, the company was 
able to produce 44.55 tonnes 
of zinc which is marginally 
higher than the production 
during 1979-80. In case of 
lead, the production was 
14,923 tonnes against last 
year’s poduction of 11,3)7 
tonnes. 

lA Fares Go Up 

Indian Airlines have in¬ 
creased its domestic passenger 
fares by five per cent from 
August 1. The fuel surcharge 
also went up by seven per 
cent from the present 25 per 
cent. The freight rates are 
also being revised. The dollar 
fares on domestic sectors also 
go up by five per cent from 
September 1, 198J. The 

Government of India has 
approved this revision of fares 
and fuel surcharge which are 
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due to csccilciting fuel costs «md 
increase m expenditure. 

The basic puce of the 
L Aviation Turbine I uel (ATF) 
went up by Rs '^'^5 per kilo¬ 
litre from July 11, 1981 At 
the present level of operations, 
the expenditure on luel and 
oil IS estimated to go up by 
about Rs 14 crores Jn order 
to recoup this expchdituie it 
has become necessary to in¬ 
crease the fuel suichaige by 
seven per cent Tlic me lease 
in the basic faies has become 
necessary due to the increase 
in othci costs 

Safety Services at 
¥ Airports 

The Civil Aviation Depart- 
nient has expanded Rs ^ 0“^ 
croics on safely seivices at 
vaiious an ports in the countiy 
During the seal 1980 81, the 
depaitment impoited 21 ciash 
fi’c tenders Irom C/echo- 
slovakia winch aie being dis¬ 
tributed ^o vaiioiis ui! ports. 
It imported two units ol pioto- 
type X-Ray Baggage Inspection 
1 quipment and placed ordeis 
loi 32 units Fort>two units 
of dooi liamc metal detectors 
were also piociired and order 
foi 40moie units was hnalisccl 
Dining the period, the depart- 
% ment installed ahiidged visual 
appiouh slope indicatoi at 
Bhubaneshwar, Cochin, Patna 
and Vaiaiidsi aiipoits 

Imported Edible Oil 
for Southern States 

In order to meet the in¬ 
creased demand lor edible oils 
during the curient festival 
season (Augusl-Octobci, 1981) 
Central Government is giving 
enhanced monthly allocations 
of imported edible oils to the 
four Southern Slates and the 
Union Territory of Pondi- 
cheny This was indicated 
by Mr I M Sahai, Joint Sec¬ 
retary, Ministry of Civil 
Supplies, m a meeting con¬ 
vened by him at Madras le- 
cently with the J ood and 
Civil Supplies Secretaries of 
these States Senior officers 
of State Trading Corpontioii 
also paiticjpated in the meet¬ 
ing. 

The meeting reviewed the 


situation about the arrivals ot I 
imported oils at Madras and * 
Vi/ag ports and the lilting 
anangements made by the | 
State Govcinnicnts STC 
officcis mentioned that sulli- 
cicnt quantities of oils are 
being imported thioigh these 
ports to meet the d‘ maiid of j 
Southein States ' 

High-Speed Electric i 

Locomotive 

The Ministei tor Railways, 
Mr Kcdar Pandiy, said le- 
cenllv that an elect! ic loco¬ 
motive which was fit lor speed 
up to 130 kms pci houi and 
which had been developed after 
thice vcdis of mil listve 
efforts, will soon be pul into 
SCI vice for hauling New Dtlhi- 
Howidh Rajdhani Lxpiess flic 
numbci of coaches on this 
liain will be incicased Irom 
ten to hltecn Mi Panda} was 
addiessing the meeting ol the 
Ccntial Board ol Railua} Re¬ 
search He said that loi New 
Delhi Bombay seuicc, the 
Integral Coach 1 ictoi} has 
produced coaches v/ith an 
brakes and enhanced capacity 
couplers This would enable 
the railways to incicasc the 
number ol coaches from 10 
to 18, hauling the same b^ two 
diesel locomotives 

The Minister referred to 
impiovenicnts in Ircight fi.i- 
Hic. and said that in the lust 
quarter of this >cai, the rail¬ 
ways had lilted 7 3 million 
tonnes moie than in the lust 
quailer last ycai As a ic^ult 
of the steps taken in the last 
nine months, iaib\ay opcia- 
tion had turned the corner 
Mr Panday cxpicsscd his con¬ 
fidence 111 the ability ol the 
railways to run freight tiains 
of 7,5()0 tonnes consisting of 
90 BOX ‘N’ wagons hauled 
by live diesel locomotives 

Broad-Gauge Link 
Services 

Mr Kcdar Pandav, Mims- 
tci foi Railways inaugurated 
broad-gauge link services on 
August 8, P>81 at Goiakhpur 
linking the city of Gorakhpur, 

~ the hub oj the fcastein UP 
with metropolitan towns of 
the country like Delhi and 
Calcutta. Gradually, link will 


The ideal non-toxic packaging for teal 


lEA-GNISr 

maiK 



Economical 

Foil linings cost 
60°o to 70 o 
moro than 
Kosophane 


Quality plus 

Modern 
manufacturing 
processes 
ensure that 
Kesophane free 
from pm holes 
is aroma 
resistant so as 
to seal in the 
garden fresh 
flavour for 
longer periods 
and also acts as 
e barrier egainst 
foreign odour 


Convenient 

Tailor made for quick 
effective tee 
packaging 




Once sealod in Kesophang. 
teas remiin saN for a 
long period 




Flexible but tough 

Kesophane can withstand 
the inevitable wear and 
tear more successfully than 
any conventional lining 


Tocklai Tests 

Storage tests conducted 
at Tocklai reveal that 
Kesophane is as effective 
as foil lining end the 
panel of tasters found 
teas free from taint 


Safe because it's non-toxic 

B J For further details mne to 

« Kesoram Rayon 

\ Industry House 10 Camac btraet, Calcutta 700016 
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^ provided v^ith othci im- 
|mrtant cUies also With the 
pompletion of the Samastipur- 
tJJiarabanki-Malhaur H ucknow) 
rgatige convcision liom mdic 
gauge to bioadgaui'c on the 
trunk loutc of the Noiih 
^$astern Railvv.i\ the dieams 
'of crorcs ol people in the 
leaslern UP and Noith Bihar 
have been realised 

Rani Padmini: Biggest 
India Built Ship 

‘RANI PADMINI ihe liisl 
ship built b\ ^ oehin Ship¬ 
yard joiivdlhe national I led 
rccenll> wh. n the ship was 
handed ovei lo the Shippniir 
Corporation ot India «it a 
simple I line don Ik Id i (C o hiri 
‘Rani Padmini , i 7M)(K) 
DWT hulk earn i ht,h>ai*ing 
lo the PaniAina'^ Soiit'^ o the 
biggest ship r\ei built in the 
country She is lliiee time' 
as big as the bigeesl ship 
built in anv Indian ‘‘hip\aid 
Her commissioning is noi onlv 
a landmaik in the Ivsiois of 
i Cochin Shipsaul but also of 
national sigriilieanee iiite with 
B this, the eountn rniciv into 


a new maiitime era and joins 
the prestigeous ranks of larec 
international ship-biiilders 

R&D at ITI 

The Rcscaich and LX'VcIop- 
ment activities in the Indian 
telephone Industries (ITIJ at 
Bangalore cover the entiie 
spectrum ol communication 
equipment, toi eleelio-mceha 
meal and cIck Irome switching 
to long distance tian''mission 
sv‘‘terns ovt^r cable, miciowave 
and thiough satellite Neaily 
60 per cent of the equipment 
cIII rentIv m manufacture in 
ITI IS ol indigenous design 
I veil in the lase of icmai^^ing 
40 pci cent substantial adapta¬ 
tions ha^e been made in 111 
to impiove icliab lily of opcia 
tioii ni RAd!) has cuiicnlh 
undeitaken a piogiamme loi 
updating dc'^iLMis lo seciuc 
the following impiovcmcnts 
(i) to build into desmns moic 
lediabililN in opeiation (n) 
lo exploit the gam made in 
tlu lompctcpt tcchnologv that 
would siive lo iinpKWe quality 
and rcduie co«ts and dii) to 
pronuUe scif-icliance as eaily 


as possible in cvolvmg"designs 
of future systems 

For this puipose ITI is 
spending every yeai between 
live per cent .iiid six per cent 
of Its total turnover m re- 
scaich and development 

Duty Free Import 
of Pig Iron 

Inadequalc suppK ol pig 
iron duiing the past lew 
months has become a cause 
of anxiety for the cngmeciing 
industiy The Assoiiation ol 
Indian Lngmecring Industiy 
(AIEl) has expicssed deep con¬ 
cern at the cntical supply 
situation ol thi*^ matciiai 
Since theic had been no im- 
piovcmenl in the siluition the 
\ssocJalion had again le- 
vicwed the posiiion with the 
Steel Minism and it was con¬ 
firmed that indigenous avail¬ 
ability of pig non was un¬ 
likely to mipiove and that the 
engineering industiv would 
need to depend on impoiltd 
pig non In mcw ol the pic- 
vdlcnce of cut a il shoiiage of 
this mateiial in the coiiiiljy. 


Government in its current im- 
poit policy have allowed im¬ 
port of pig non under Open 
General Licence (OGL). How¬ 
ever, due to high prices of 
impoited pig iron, it becomes 
un-economicdl foi the indus- 

The aveiage pi ice of im- 
poiled pig non is Rs 2,583 
pel tonne as against Rs 1,500 
pci tonne foi indigenous pig 
iron Ihe cost of imported pig 
non vas thus highei by about 
Rs 1,000 pri tonne, inclusive 
of customs duly and even 
wiiliout dut\, Ihe cost would 
still be highti M appioxi- 
maiely Rs 400 per tonne 
MFl has then foie, leiteiated 
O'* itqucsl lo Goveiiimcnt foi 
tonipKtc waixci of customs 
dut\ on impoiicil pig non, 
so as to ill,ike landed piicc of 
impHUlcd pig non economic 
111 terms ol the indigenous 
price 

Oberoi Hotel for Iraq 

Iraq will be the newest des¬ 
tination loi the Oberoi 
Hotels I he Babylon Obeioi, 
a 300-1 oom luxui} hotel in 
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Baghdad, is ihi Inlcst addi¬ 
tion to the rapidly expanding 
International Oheroi tham 
which now covers 26 hotels in 
ten countries including India, 
Ner«iK Su lanka, Singapore, 
Hgvpt, Saudi Arabia, /inz-ibai, 
Indonesia (Bali) ana Austialia 
An agreement was icccntlv 
signed in Baghdad between 
Mr GK Khanna, Dirccloi 
and Senior Vue President of 
Obeioj Hotels, and the State 
Oiganisalion for lounsm 
Iiaq for the management of 
this US$ 60 million property 
cuirentiv undci construction 
and scheduled loi completion 
bv Inly 1982 

^Mahindra's Diesel 
Engine Technology 

In a majoi expansion piog 
lammc with a capit il cost esti¬ 
mated at Rs cioics, 

Mahindia an 1 Mahindra I td 
(MiLM) his plaimed to en¬ 
large and modernise the manu¬ 
facturing facililics lor ]ccps 
light commcicial sehicles and 
tractors as also to update the 
diesel engine kehnologv This 
was .mnounecd bv Mi Keshub 
Mahmdia Clnirman, at the 
extraoidiiurv general meeting 
The cnliie piogramme is ex¬ 
pected to be computed bv 
1984 

^ Mi Mahmdia staled that 
the installed capacity ol ndKX) 
units pel annum toi jeeps and 
light commccial vehicles, as 
ot 1979, will be expanded to 
25,000 vehicles per annum 
As part of this piogtammc, 
the new plant at Nasik will 
cater exclusiNely for the assem¬ 
bly of light commercial 
vehicles C oncui i ent ly, the 
manufacturing capacity ol 
tractors is also being expand¬ 
ed from 10,000, as ol 1979, 
to 15,000 pel annum 

Mehta Group 
In Sri Lanka, Nigeria 

The pioposals of the Mehta 
group ot inclusliics to set 
up joint scnturcs in Sri 
Lanka and Nigeria tor the 
manufacture of agncultuial 

’ chemicals are about to be 
finalised 

According to Mr A P Mehta, 
Chau man of the group m- 
d igenously mnnufactm ed 

copper oxychloride and other 


related chemicals have found 
acceptance with majoi n*>ikel- 
ing companies like Rillis and 
Sando/ 

The proposed joint vcntuic^ 
will be between the kiimtaka 
Chemical Industries Coipma- 
tion, a membei of ihe Mchia 
gioup and parties m Sn 
Lank and Niger m 

Names in the News 

Mr Hirendra Nath Dutt 
Gupta* Managing Dircctoi ot 
last India Pharmaceutical 

oiks Ltd has been appointed 
Piesidenl of the Bengal N itio- 
nal Chamber ol Comnuicc 
and Industryfoi 1981-82 Hcis 
a foimei piesident of the t)iga¬ 
in sat ion of Pharmaceutical 
Pioduccis of Indii 

Mr A.W.G. MacIntyre ( Bl , 
Managing Diicctoi of Dunlop 
India Limited, will be ret mu 
mg lo ! ondon in Se; umber 
to tal<e up a new assmumint 
111 the Dunlop Gioiip Mi 
Maclulvre will be succeed 
ed by Ml LI Tomscti v\h(sc 
previous appointment v> is 
Managing Diiector ol Dunlop 
Nigciia I imited 

MrT.V.Mansukhani, Chin 
man and Managing Ductif)! 
of BHPV Vishdkapatnam liis 
taken over as Managing Djit(- 
tor of the Hindustan Machine 
Tools Ml Mansukhani w tS 
associated with HMl as Lxt- 
cutive Directoi of Pm|oie unit 
before going ovci to BHPX 

Mr Bishamber Das Kapur, 
President, Atlas Cycle Indus 
tries Ltd and a past Chaii- 
man of the PHD Chanih.i 
has taken over as Chan nan 
of the Haiyana Commiiicc 
for the year 1981-82 Mi Kapur 
IS also a membei of the 
Board of Industries, Haiyana 
Minimum Wages Advisory 
Board and Haryana stale 
Evaluation Implemciilalion 
Committee 

Bhai Mohan Singh* Manag¬ 
ing I-liiccloi Ranbaxv I a ho 
I a lories Ltd and a past C han 
man of the Chamber ha > taken 
over as Chairman* Pimi ib 
Commillec feu the ycai 1982- 
83 He IS aho on the cKcciitisc 
committee of Indo-A mt i ican 
Chambei of Commerce, fll-O, 
Italian Chamber of Commeicc 
m India, AIOE and OPPI 


\ 

Pfizer-Indiat 

Prbfile of a Responsible 
Corporate Citizen 

#The Company cornmerti^ed operations 
In India as early as 1930. 

• Pfizer has two manufacturing units Ih 
India — one at Chandigarh and the other 
on the Thane Belapur Road 

• Pfizer commenced basic manufacture of 
Isonicotinic Acid Hydrazlde In 1956 — 

Protein Hydrolysate In 1956 — Tctra* 
cycllne and Oxytetracycllnc In 1961 — 
Para-Aminosalicyllc Acid In 1961 
Chlorpropamide in 1966 j 

• Today the Company has an employee* i 

force exceeding 2 200 and all of them 

ere Indians Nearly 1800 employees have 
completed more than 10 years of service 

• The lowest paid employee in the Company 
gets approximately Rs 050/- per month 
plus benefits 

• Pfizer became a Public Limited Company 
as early as 1966 and now has more than 
?6 000 shareholders holding 25 per cent 
Fquity Shares 

• Pfizer India s earnings from exports over 
the last many years have exceeded their 
total remittance abroad for the same 
period 

• For introducing new Pfizer discoveries 
in India the Company does not pay any 
royilty or technical fees to its associates 
abioacl 

• TTie Company s Research and Develop- 
n t L ibontories carry out on a conti 
nuinj basis important programmes of 
product development process improve¬ 
ment and import substitution The import 
content last year was less than 2 per 
cent of iht Company s total turnover 

• 'n 1 ^bO Pfizer made the following contri¬ 
bution to the exchequer Direct taxe* 

3 3 i cime j - Indirect taxes Rs / 56 
<1 rts- Total RslO 95 crores 

• ut nationally Pfizer today has 140 
nimufdctunng units and the Indian 
openlion has an access to the improve- 
mr nts and developments that are taking 
phcf in any of these centres 

• The Company lias one of the most modern 
and up to date quality control laboratoiies 

in the CO jntry manned by highly qualified i 

scientific personnel 

• The Company s product range today 

cov( IS pharmaceuticals agricultural and 
animal health products pharmaceutical i 

chemicals and nutritional products 
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Indian Cable Company 

The Indian Cable Company 
Limited ftlNCAB) ach’eved 
Fales of Rs 5361 lakhs during 
the year ended March 31,1^)81 
against Rs 4727 lakhs in the 
previous year representing an 
t/iicrcase of 13 per cent. Crip¬ 
pling power shortage a! 
Jamshedpur and finarci/d 
slringcnc> aggravated opera¬ 
tional problem'-. Profit after 
lax for the year \Nas Rs 62 
lakhs as-compared to Rs 117 
lakhs last year afkr absorbing 
depreciation of Rs 67 lakhs 
as against Rs 68 lakhs in the 
previous year. Transfer to 
investment allovsanec reserve 
absorbed Rs 400,01)0. The 
Board of Directors recom¬ 
mended a divided of 17 per 
cent amounting to Rs 107 
lakhs as against 14 per cent 
last \ear. 

The company’s new project 
its Pune works to manu¬ 
facture 800 KM of pVC 
power cable per annum is 
nearing completion and ex¬ 
pected to start commercial 
production during the current 
financial year. The project 
will be able lo provide further 
timely contribution lo help 
meet the requirements of the 
massive pow'cr development 
schemes of the country. 

Shriram Needle Bearing 

Shriram Needle Bearing In¬ 
dustries is setting up a pro¬ 
ject at Ralu, near Ranchi 
(Bihar) for the manufacture 
of 200 million loose needle 
rollers, 6.2 lakh cages and 
1.2 million shell bearings per 
annum in collaboration with 
^Industriewcrk Scheafler Ina 
Ingenieur Dierst GMBH 
(West Germany). Beside.s pro¬ 
viding the technical know¬ 
how, the German firm will 
invest upto 25 per cent 


(Rs 21.25 lakhs) of the share 
capital for the first phase of 
the pioject. Initially, the com¬ 
pany proposes to import 2.8 
lakh welded cages per annum 
for assembly in India. 

Rustom Mills 

The Gujarat Government has 
declared the convertible de¬ 
bentures is«sued by Riisiom 
Mills as an approved security 
for charitable trusts registered 
in the State. 

Charitable trusts in Gujarat 
have now been enabled to 
invest up to 50 per cent of 
their total Investible funds 
(with a ceiling of Rs ^0.000) 
in the debentures is«-ueil bv 
Rustom Mills without obtain¬ 
ing permission of the Chanty 
Commissioner. 

Rustom Mills and Industries 
Ltd has entered the capital 
market on August 10, 1981 
with an issue of 200,000 con 
verlihlc debentures of Rs 1(X) 
each for cash at par aggic- 
gating rupees two crorcs. 

Mukand Iron's Sponge Unit 

Mukand Iron and Steel 
Works Ltd, Bombay, has 
sought an industrial licence 
from the Government for est¬ 
ablishing a Rs30-crorc sponge 
iron project in Maharashtra. 
It is also seeking clearance of 
the project from the Mono¬ 
polies Commission. 

The plant with an annual 
capacity of 200,000 tonnes 
is propitsed to be set up at 
Vorora, a backward area in 
Chandrapur district. 

Mr Viren J. Shah, Chair¬ 
man of the company said 
recently that (he locat'.on of 
the plant is ideal from the 
point of view of the supply 
of raw materials for the pro¬ 


ject. The location is in an 
area where adequate supplies 
of pon-coking coal and iron 
are available. 

As the project is to be 
located in a notified backward 
area, it will be eligible for 
fiscal concessions also. 

Mr shah said the project can 
be commissioned in Iw'o years 
after securing the requisite 
approvals from the Govern¬ 
ment. 

According to current esti¬ 
mates, the foreign exchange 
component of the project will 
range from Rs 5 to Rs 8 
crorcs. The emphasis will be 
on securing the major part 
of the plant and machinery 
from indigenous sources. The 
company itself will be making 
a part of the equipment needed 
for the project, 

Rs 30-Crores Project 

Mr Shah said that about 
six crorcs rupees arc expected 
to be raised by way of internal 
generation of fund‘d. 1 ong term 
credit from financial institu¬ 
tions is also contemplated. 1 he 
company mav approach the 
International Finance Corpora- 
lion for financing a part of 
the foreign exchange compo¬ 
nent of the project. It is like¬ 
ly that the company will seek 
credit from foreign suppliers 
of machinery also. It w'ill be 
some time before a clearei 
picture emerges about the pre¬ 
cise arrangements for the 
financing of the Rs 30 crorcs 
project. Mr Shah has slated, 
however, that the company 
does not contemplate to raise 
any additional equity capital 
for meeting a part of the capital 
outlay. 

According to the company's 
Chairman the sponge iron lo 
be produced by it is foi cap- 
live use. It has electric arc 
furnaces and their cap*’city 
is to turn out 135.000 tonnes 
of billets a year. With certain 
changes in the arc furnaces, 
the capacity could be raised 
to 300,000 tonnes a year. 

Mr Shah said that the 
demand foi sponge iron in the 
country will go up stcadil> 
in coming years. The present 
capacity of mini-steel plants 


is placed around 3.5 million 
tonnes a j^ear. The demand for ' 
sponge iron by this sector 
could rise to two million ton¬ 
nes on the assumption that 
mini-steel plants are enabled 
to work at 90 per cent of the 
capacity. 

Presently, mini-steel plants ' 
are experiencing an acute ; 
scarcity ol steel scrap and the 
prices are also on the increase, !\ 
By using sponge iron, there g 
vmII be less impurity in the 
steel produced and better 
quality steels can also be turn- I 
cd out. ; 

As the Government policy ' 
IS to encourage the setting ■ 
up of sponge iron plants in 
the country. Mr Shah has 
expressed the hope that the i 
company will be able to secure J 
the necessary approvals from ’ 
the authorities without undue / 
delay. V 

Mr Shah has agreed with ' 
the view' of Mi .I.R.D. Tata, 
Chairman of Ttua Iron and 
Steel Co Ltd, that the Govern- > 
mchl's policy on steel is now 
more piagmulic, and a lot of ' 
credit for the change for the 
belter m the official policy 
on steel front should go to ' 
Steel Minister, Mr Pranab 
Mukherjee. 

Per Capita Consumption 

He wild the per capita con¬ 
sumption m India is very low. 
India has the requisite raw 
material resources to pu.sh up ! 
steel production in a big way 
in coming >ears. ' 

Ml Shah has said that the ' 
company will be entering into J; 
a technical collaboration with V 
a foreign party after a de¬ 
cision is taken on the prcKcss * 
to be adopted for the sponge 
iron pix'jcct. 

The sponge iron plant at ? 
Kothagudam in Andhra Pra-' 
clesh w'lth an annual capacity ; 
of 30,()(K) tonnes has already 
been commissioned. This plant 
Is based on the Lurgi Process. 
Oiissa Sponge Iron Ltd has 
entered into ? technical col¬ 
laboration with Ailis Chalmers ’ 

C orporation of US for setting ‘ 
up a sponge iron plant in 
Oiissa with an annual capacity 
ol 165,000 tonnes. The capi- 
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tal outlay of this project is 
i estimated at Rs 2S crores. 

Mayur Syntax's 
New Issue 

Mayur S>ntc\, which r» 
entering the capital market on 
August 27 with a public issue 
of 13.30 lakh equity shares 
of Rs 10 at par, expects to 
commence production by the 
end of the cuircnt month 
The company is setting up a 
spiimitig unit with an initial 
capacity ot 15,840 spindles 
for the manufactuie of cotton 
and synthetic* blended yam 
in a backward area near 
Sikandrabad The pioject is 
estimated to cost Rs 6.23 
crores. 

According to Mi S N. 
Jhunjhunwala, Chairman, the 
company's turnover during 
1982, the ln't full year of 
operations, will amount to 
about rupees eight croies and 
will increase to Rs 11 cioies in 
1983 The company expects 
to earn profits fiom 1982 
The company is expected to 


pay a maiden equity dividend 
for the year 1984. 

The company would embdik 
upon the expansion programme 
III 1982-83 aimed at raising 
the capacity to the licensed 
capacity level of 25,000 spind¬ 
les This would cost around 
rupees three croie** and is fina¬ 
nced from internal resouices 
and borrowings The company 
does not contemplate any in¬ 
crease m the share capital foi 
financing the expansion prog¬ 
ramme. 

The management has claim¬ 
ed that the company would 
save about Rs 80 ciorcs A 
capacity balance of Rs 3 70 
lakh (Rs 0.37 lakhs) has been 
carried forward. The taxable 
ordinary dividend of 12 pei 
cent has been maintained, 
absorbing Rs 21.49 lakhs The 
diiectois have proposed to 
issue bonus shaie in the pio- 
poiiion of one new equity 
share for eveiv two equity 
shares held, subject to appro¬ 
val by the Government and 
financial institutions The com¬ 
pany has obtained the con¬ 


sent of the Controller of 
Capital Issues for issuing 13,5 
per cent redeemable secured 
nonconvertible debentures of 
Rs 100 each of the aggregate 
value of Rs 200 lakhs to 
augment the long-term lescr- 
ves for working capital ic- 
quiremcnts ol the company. 

J K Synthetics 
Enters Market 

J.K. Synthetic-^ 1 td is issuing 
5,00,000-13.5 pci tent fully 
secured debentures of Rs 10() 
each for cash at pai to 
the public. The issue opened 
on August 10, 1981. The 
issue IS being made to augment 
the loim-ierm icsoiirces of the 
company foi woikma capital 
requirements The debenluics 
will carry an interest of 13.5 
per cent pei annum payable 
half-yeul\ plus additional 
interest of one pti cent in 
case the company dcclaies divi¬ 
dend on Us equity capital in 
excess of 17 pei cent in tlv 
immediately piccediny hnancial 
yeir. in the event of any 
fuluic issue ol bonus shares 


this rate would be appro* 
priately adjusted. It is note¬ 
worthy that J.K. Synthetics 
had paid dividend of 18 per > 
cent for the Iasi three years. 
The debentuies will be re¬ 
deemed at par after the ex¬ 
piry of seven years in four 
equal annual instalments. 

The highlights of the issue 
aie: (a) The company will re¬ 
view the inteiesl lale upwards 
during the currency of the 
debenlures as per the Go/ern- 
ment policy. (b) To en¬ 
courage small investors, the 
company offers repurchase 
option at par to the deben- 
tuieholders provided they have 
held the debentures for three 
yeais and then holdings do 
not exceed Rs 25,00() and 
provided the total rcpuichases 
by the companv do not ex¬ 
ceed Rs 25 hikh’^ a yeai. 

(c) To ensure casv liquidity, 
the dcbenluies will be liMed 
on the Stock Pvchangc of 
i)elhi, Bombav and Calcutta. 

(d) The dcbcpluics aic fully 
sccuied 

Ml Sohanlal Smghania, 
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NOTICE 

THE SARASWATr INDUSTRIAL SYNDICATE IIMITED 
REGISTFRLD OFFICE 
YAMUNANAGAR (DISTI' AMBALA) 

It IS heieby notified foi the mfoimation of the public that 
rhe SarasHati l^ustrial Syndicate Limited proposes to give 
to the Central Goveinment in the Department ot Company 
Ahaiis, New Delhi, a notice under sub-section (1) of section 
21 of the Monopolies and Restrictive Trade Practices Act, 
1969, foi substantial expansion of its activities Biief parti¬ 
culars of the pioposals arc as undci — 


Director, stated recently that 
J K Synthetics has a lecord of 
steady growth over the years 
^ Bnteiing the industrial scene 
' as the hist to indigenously 
develop the technology to 
manufdctuie Nylon-6 Filament 
Yarn, the company has since 
come a long way It has 
diveisihed its activities and has 
emerged as a mulM-pioduct 
company with s}nthetKs fibic 
cement, engineering and steel 
goods as Its nvin pioducts 
The past pciformance of the 
company has been good—both 
in teims ol tuinoscr and pio- 
hts—and with a numbei ol 
expansion pioguimmcs on the 
anvil, the compans is poised 
¥ fuithci ‘MOAth 

Indo-Burma's Profit up 

The prolil of the Indo-Biiima 
Petroleum Co Ltd has amount¬ 
ed to R!S 2 92 croics for ihc 
>ear ended March 1981 
against Rs I 44 cioies in the 
pievious Neai \ sum of 
Rs 2 S3 lakh (Rs 1 47 lakhs) 
Ivis been taken mto account 
fiom development lebatc le*- 
seive The taxable oidmaiy 
dividend has been deelaied at 
18 pei tent (16 pci ccut)dhsoi- 
bingRs 28 80 lakhs (Rs2S6() 
lakhs) Allocations include 
R.S 1 39 ciofcs (Rs 39 59 
^lakhs) foi taxation and Rs 1 24 
cioies (Rs 78 82 lakhs) foi 
general reserve 

Mafatlal Fine 

The Mafatlal line Spg and 
Mfg Co Ltd has received 
letters of intent liom the 
Government for installation of 
14,000 additional spindJcr at 
Navsaii and 15,808 spindles 
at unit No ^ m Bomba> 
With the inst,illatn>n of these 
new spindles the total nimbci 
of spindles available lo the 
company in the Ihiec textile 
units would be 184 608 spn.d- 
Ics 

The Directors o( the com¬ 
pany state m then latest le- 
poit that the company has 
also received a letici of intent 
^or mcrea'^ing the licensed 
Capacity of cryolis aluminium 
fluondc/flurocarbon gases fiom 
8,750 tonnes to 10,875 tonnes 
and of l^drofluoric acid from 
6,000 tonnes to 7,200 tonnes. 


The increased capacity has al¬ 
ready been implemented 

During 1980-81 the com¬ 
pany had made modification 
and replacement to buildings 
and plant and machinery of 
textile units I and 2 to the 
extent of Rs 5 12 cioics The 
company has modernised its 
weaving and spinning depart¬ 
ments lo take advantage of 
modern technology The com¬ 
pany had made additions to 
the buildings and machinery 
m the chemicals division al o 

Piramal Steel's Maiden 

The Dncrtois of Piiam.il 
Steel haNC decided to (.Icai 
the entire ariears ot preftaiKc 
dividend and to pay a maiden 
equity dnidend ol ten pci 
cent loi the year ended Apiil 
30 1981 

The company h<'s cained a 
gloss pioht of Rs 40 27 lakhs 
against Rs 37 74 lakhs in 
the pJtMous year loIlovNing a 
tmnosei of Rs 6 01 cioic 
•igiiinst Rs 3 73 cioiis Allci 
piovidlin' Rs ( lal h (Rs ^ 66 
lakh) toi depreciation, R" 2 "'O 
lakh (Rs 0 33 lakh) foi n«\csi- 
ment allowance and Rs 0 41 
lakhs (nil) for miscellaneous 
expenses, there is a net piolit 
of Rs 30 40 lakhs compjicd lo 
the picMOus years Rs 31 7^ 
lakhs 

Of this Rs 15 hkh his 
been utilised to wipe ofl the 
deficit biought forward fiom 
the pie VI oils yeai A sum 
ol Rs 7 81 lakh has been set 
aside for payment of the pro 
posed dividend 

Bengal National Textile 
Mills 

The ( hall mail of the Bfiig il 
National Textile Mills, Mi 
RC Jam, inauguiattd tht .ill- 
India sales ctnifcicnce-cum tx 
hibition dl Ashnka Hotel ic 
cenllx The three-dav con¬ 
ference was attended by dealcis 
and stockists from all ovci the 
country Addressing newsmen 
Mr Jam said the turmner of the 
company in 1980 wasamund 
rupees two cioies and is 
likely to goup to five 
crores rupees b/ 1981 The 
company expects to d..hicve 
a turnover ol Rs 8 to 
Rs 9 crores m 1982 The ex¬ 
pansion plans of the company 


(i) Name(s) of person(s) 
body corporate owning 
undertaking 

(ii) Capital siiuctuie of 

the applicant iindcitaking 


(mi) Details ot the 

pioposcd substantial 
expansion 

(a) Names of new 
good** to be produced, 
supplied, controlled 
Ol distiibiiled oi 

of nevv services to 
be lendcied 

(b) 111 the case of sub- 
sidiitial expansion 
of existing 
activities 

(I) Name ot goods 
(ii) Capacity before 
expansion 
(ill) 1 xpansioii 
propi'scd 

(n) 1 ocation of the 
project for 
substantial 
expansion 
(v) Brief outline 
of the cost of 
the project the 
scheme and 
sources of 
finance 


The SaraswatJ Industrial 
Syndicate Limited 

Authorised 
Issued and 

Subsciibed Rs 2,00,(X),000 
Equitv Shares Rs 1,47,59,400 
Prclcicncc 

Shares Rs 1,56,600 


Rs 1 49,16,000 


Manufdclurw* of Ash/Dust 
Handling J qiiipnicn* 


Not Applicable 


2 Any person interested in the mattei miy make a re¬ 
presentation to the Sccietaiy, Dcpailmcnt of ( ompany Affairs, 
Goveinment ol India Shastri Bhav*in, New Delhi, within 14 
days from the dale ol publication of this Notice, intimating his 
\itws on the proposal and indicating the nature of his interest 
Iheiein 

I OF & on behalf of 1 he Saraswati 
[ndustiial Syndicate Limited 

New Delhi (B M KHUNGAR) 

Dated this 12th day of August, 1981 Genera! Secretary 
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will absorbr upces ihice tiorcs 
' over the next Iwo years The 
Bengal National Fex-tile Mills 
wab lecentlv taken over b> 

'' P.S Jam Group vcliith owns 
a steel unit anJ a pap* i boaid 
unit 

Nttionai Insulated Cable 

In spite of facing the worst 
powci crisis m the history of 
the company. The National 
Insulated Cable Co of India 
limited has shown commend¬ 
able performance by louching 
an dll time high lecoid in 
its revenue and gioss profits 
The Board of Director^ ha\c 
recommended the payment of 
highei equity dividend of 12 
per cent toi the yeai ending 
April, against 10 pei 

cent paid in the pievious ycai 
The company’s icvenue u - 
creased by 21 per cent liom 
Rs 1,414 lakhs in 19‘’9-80 to 
Rs 1,736 lakhs m 1980-81 
The gloss prolit tosc to Rs 120 
lakhs from Rs 94 1 lUis ic- 
presenting an increase of 
approximately 28 pci cent 
Aftei piovidmc Rs 25 44 lakhs 


(Rs 21 66 lakhs)'^for deprecia¬ 
tion and Rs 44 53 lakhs fot 
taxation, the net piofit was 
Rs 50 5 lakhs The piovisjon 
for the pioposed dividend is 
Rs 24 10 lakhs (Rs 20^5 
lakhs) A sum of Rs 17 48 
lakhs IS to be tiansfcncd to 
genet a I reseive and Rs 8 77 
lakhs to investment dlowame 
reserve Good planning 
optimal utilization of resources 
and piompt managerial action 
have been the key factois in 
the achievement of these ex¬ 
cellent results 

Nicco s <li\ersification pioc- 
rammes have been progicssing 
well luimanite Nicco Ltd 
commenced commcicial opcia- 
lions in November, >980 and 
is presently ofTcnng its seivices 
both 111 the Fas tern and 
Western Regions foi the 
period ended Ap'il 10 l‘SI 
iiumanite Nicco Lid has 
shown a gioss piofil of Rs 1 16 
lakhs The iespouse foi these 
SCI vices have been good and 
so fa I pouci, chemical oil 
and fertdisci industries have 
been SCI viced Such icsults 


not only speak of Nicc^^^s 
excellent choice ii protect selec¬ 
tion but also highlight Nicco’s 
efficient implementation in le- 
cord time 

Substantial piogiess has also 
been made on Nicco Oiissa 
Ltd, a Nicco venture for the 
manufacture of XI PF Cables 
Most of the requisite permis¬ 
sions and sanctions from 
Central and State Oiwciiimcnts 
have been obtained Financial 
institutions also have clcaied 
this project with legaid to 
loreign ciinency loans, rupee 
loans and undci wuting assis¬ 
tance Site development is 
undci pit>giess and it is anti¬ 
cipated tliat constiuction will 
commence soon alter the mon¬ 
soons 

Shivalik Agro-Poly 

Shivalik Aoio PoK Pio- 
ducts maiud icfiMci of Slii\a- 
Ihene, low den^^ilv polyihcnc 
wide width film has made a 
net profit of Rs 9 86 lakh for 
the second yeai of its opeia- 


tion ended December, 1980. 

The c ompany has achieved a 
turnover of Rs 36(> lakh, which 
includes expoits worth rupees 
eight lakh, against Rs 201 
lakh in the pievious year 
Aftei providing Rs 15 82 lakh 
for interest, Rs 7 11 lakh for 
depicciation and offsetting the 
previous year's loss of Rs 3 85 
I ikh, the comuiiny is left with 
a pioht of Rs 4 01 lakh 
Out of this, Rs 3 75 lakhs 
has been transferred to the 
inve»tncnt allowance leserve 
The pi old IS compaiatncly low 
due to high rates of mtcicst 
on loans, depreciation and 
other aspects 

To gel bcllei profit ibilitv, 
I he coinpanv has completed 
a piojict f(u the manufactiuc 
of<^oloiii conctntiatcs a basic 
ingicdicnt in the manulactuie 
of cidonied polythene film 
V>ilh the inddla'ion of the 
plant an I m icliinciv, the corn- 
pan' IS iii» molt depends on 
outside souices foi this mate- 
iial 

The company has also ob- 


I 

MTIOIML EIIGINEERIN6 INDUSTRIES UNITED 

JAIPUR 


Manufacturers of: 

BALL AND ROLLER BEARINGS 
TAPERED ROLLER BEARINGS 
STEEL AND ALLOY STEEL CASTINGS 
STEEL BALLS 
AND 

AXLE BOXES FOR RAILWAY ROLLING STOCK 


I 




pastern ECONOmST 


350 





tamed a letter of intent for 
the manufactunr of plastic cor¬ 
rugated pipes. 

Goodwill India 

The Goodwill India 1 1 mi ted 
has decided to pay a dividend 
of 15 pci cent lor the year 
ended Maich 31, 1981 During 
this period, the compan; has 
earned a piofit ol Rs 4S 9 
lakhs Aftci pioviding Rs 
18 7 lakhs lor taxes and Rs 7 5 
lakh towards dividend pav- 
incnt, Rs 19 7 lakhs has been 
earned lorwaid to the piolit 
and loss account and geneial 
rcscivcs The company has 
^ also staited leasing opeiations 
which aie expected to im 
pmve the company’s piohl 

Hind Cycles 

Uncler Section 18 ot the 
Hind Cycles Ltd and Sen- 
Raleigh Limited (Nationalisa 
tion) Act, 1980 the (cnti- 
has ‘‘pecilied Angus* 1 as 
the date fiom which claims 
under the Act can he likd 
befoic the ojiinussionci of 
Pavnients 

Ihc claims aie to be lilcd 
with-m 10 days accoidinu to 
an ofiicial picss icleise The 
oilice of the Commissionei 
4. of PaMiients is located in 
Calcutta 


pleted the first phisc of its 
modernisation piogiammc b\ 
installing new machinciy 
woith Rs 2 M cioics and is how 
taking up the second pkisc 
invoicing a capit 1 outlay of 
Rs 5 51 cioies The financial 
institutions have sanctioned 
loans of Rs 1 70 croics foj 
the pic^grainme 


Bombay Dyeing 

The Diiectors of Bombay 
Dveing and Manutactumig 
( ompins ha\c lecommcnded 
a final ciiMdcnd of 11 40 per 
cent making an uncivinged 
total of 14 pel cent foi iht 
ycai ended Maich 1981 

The liiijKnei has iiscn horn 


Rs 113 03 cioies to Rs 123/ 
crores and yielded a grosBj 
profit of Rs 8 97 cioies cc 
pared to Rs 8 75 cioie fo 
the preMous yeai, accoidir 
to pieiiiTiinaiy tigiues 
Alter depreciation (Rs^95.4 
lakh against Rs 340.69 1akhs)j 
and investment allowa 
(Rs 75 25 lakhs against Rs 147 


I* 


Tjcketless travelling is a great social evil It la also a big 
dram out of the national income 
Ticketless traveller cuts out a big chunk of comfort of the 
bonafide passenger He encroaches upon legitimate rights 
of the fare paying customers and causes congestion 
Ticketless travelling is indulged m more out of habit 
than necessity It is a deep rooted social ill with 
contagious effects It has a corrupting influence 
over the law-abiding citizens 


PROTECT YOUR RIGHTS AND COMFORTS 
CONFRONT THE TICKETLESS TRAVELLER 
AND HELP US CHECK THE MORBID 
MENACE. 

REMEMBER, TICKETLESS TRAVELLING 
IS A COGNIZABLE OFFENCE UNDER 
SECTION 112 OF THE INDIAN 
RAILWAY ACT 


BE A GOOD CITIZEN-SAVE THE 
NATIONAL INCOME-NEVER 
TRAVEL WITHOUT A TICKET 



Hindooitan Mills 

The Oirectois dI Hindoostitn 
Spinning and WcaMng Mills 
have stepped up the divi 
dend Horn Rs 25 to Rs ^0 
pel shaie toi the year ended 
March 31, 1981 

According to picliminaiy 
hgiMcs the tuinovel has in- 
c I eased lioni Rs 60 18 ciorcs 
in the previous year to 
Rs 71 56 cioies in 1980-81, 
but the gloss piolit is lowei 
at Rs 2 92 cioies compared to 
Rs 5 52 crores The deterioia- 
tion of maigins was caused by 
continuous powci-ciits and load 
sheddings coupled vith all- 
lound incieascs in costs 

The company’s exports have 
leached a record level ot 
Rs 13 19 ciores against 
Rs 12 80 crores in the pre¬ 
vious ycai and Rs 8 64 crores 
the year befoic. 

The companv has com' 


TICKEnESSTRAVEl 
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ir), the net profit is Rs 4.26 
re against Rs 3.87 croic. 
interim dividend absorbed 
27.06 lakhs and Uic pio- 
sed final dividend wdl rc- 
[uirc R.s 118.65 lakhs. ^ 
m of Rs 2.81 crore (Rs 2 42 
ifore) IS fMnsfciicd to ic- 
TVC. 

P.T. Five Industries of 
IndonesKK in which Bombay 
Dyeing has 40 per cent equity 
participation. Ims been eoin- 
^ missioned and is in operation. 
I'Thc compan> has entered into 
arrangements to rendci tech¬ 
nical services to a mill in 
Sri I.anka. It has also pur¬ 
chased land, buildings, plant 
and machinery of a spinning 
unit comprising 25,040 spind¬ 
les at Jamnagai in Gujarat. 

The company has been given 
a licence for the import of 
120 additional Sul/er weaving 
machines. It has also received 
approval for the import of a 
corduroy plant, which is ex¬ 
pected to be commissioned 
during (his year. 

The Cjovcinment has giant- 
cd the company an indiistiial 
licence to manufacture (>0,(K)0 
tonnes of DMT. 

Indian Card Clothino 

The Directors of Indian 
Card Clothing have pioposed 
a final dividend of lout per 
cent, making a total of 2"’ 
per cent for the ycai ciulcd 
Match 31, J98], on the capit il 
as cniaiged by a one-foi two 
bonus issue. The company 
had paid a ti^ul dividend of 
30.5 per ceiii fi>i the pre¬ 
vious year. 

The company has earned 
a gross profit of Rs V07 
f, crore against iiipees three cioie 
in the picvious yctir follow¬ 
ing sales of Rs 8.27 cioie 
against Rs 7..17 c/orc. Alter 
dcprccialioh (Rs 30.93 lakhs 
against lupees six crore in the 
previous year following sales 
of Rs 8.27 eiore against 
Rs 7.37 croie. After depre¬ 
ciation fRs 30.93 Jnkhs n^ain^t 
Rs 3.49 lakh). taxation 
(R» 167.40 lakhs agaiiisl 187.20 
lakhs) and investment allow¬ 
ance reserve (Rs 11.25 lakhs 
ngainst R.s 3,25 lakhs)* the 
l.Het surplus is Rs 97.47 lakhs 
\ compared to the previous 
' Rs 95.98 lakhs. 



Out of this, the proposed 
final dividend mJ the interim 
already distributed will ic- 
quire Rs 71.52 lakhs (Rs 66 10 
lakhs). 

Rajasthan Consultancy 
Organisation 

III the third year of its 
working the Rajasthan Consul¬ 
tancy Organisation (RAJCf)N) 
has turned the corner, making 
a modest maiden profit. During 
the vear closing on December 
31, 1980, RAKTJN, which was 
sponsored by the Industiial 
Finance Corporation of India 
(II CT), had completed 79 as¬ 
signments as against 41 assign¬ 
ments completed in the pre¬ 
vious year showing an incicase 
*)f 92.'6 per cent. The project 
assignments completed by 
RAJCON during 1980 involved 
an estimated project cost of 
about Rs 965.81 lakhs having 
a direct cmploymenl poten- 
lial for .ibout 1,516 persons. 
Dm mg the short span of 
Its operational caivcr of 29 
months ending Deccmlicr 
31, 1980, RAJCDN had com¬ 
pleted 124 iissignments, out of 
which about 96 pei cent of 
the beneficiaries of RAJC'ON's 
services were from the small- 
scale sector and only about 
four pel cent were in the 
medium-scale sccToi. RAJCON, 
which is one of the 13 
technical consul la ncy t>i gam- 
sat ions sponsored by the 
central financial institutions, 
earned an income of 
Rs 434,()tX) by way of consul- 
tanev fees duiing the yeai as 
against Rs 2.38 lakhs m 1979 
and the total income which 
amounted to Rs 2.57 lakhs in 

1979 rose to Rs 6 lakhs in 

1980 showing respectively an 
mcicase of 82.3 pel cent and 
79 7 per cent. 

Andhra Pradesh Scooters 

to Diversify 

7'hc Aiidijra PradcsJi 
Govermnent hasuppiovcd the 
div'crsificatioji programme of 
the Andhra Pradesh Scootei'- 
Limited, a State-owned com¬ 
pany at Patancheiii in Medak 
District. 

Under the diversification 
programme, the APSL pro- 


po.scs to manufacture mopeds 
and mini-motor cycles with 
50 cc power. A good number 
of scooter manufacturers from 
Western Europe and Japan 
have offered collaboration in 
Its moped manufacturing pro¬ 
gramme. A final decision on 
the collaboration will be taken 
soon. 

The APSL which has been 
making profits, is having an 
annual business of Rs 7.5 
crorcs with a production of 
I5,(XK) scooters. 


Sir, The total economic aid 
made available to developing 
count lies by the Soviet Union, 
China and other socialist coun¬ 
tries in 1976-78 accounted for 
less than lour per cent i>f the 
worldwide net external assis¬ 
tance disbursements to those 
countries, while the United 
States alone extended more 
than 24 per cent of such aid 
during that peiiod i.c., six 
times as much as extended by 
the socialist world. 

Ill 1978, the socialist coun¬ 
tries disbursed only about 8(X) 
million dollars for developing 
countries aid as compaied with 
5700 million dollars extended 
by the United States alone 
and nearly 20,000 million 
dollars b> all industrial coun¬ 
tries. 

Soviet aid is for the most 
part targeted to other socialist 
countries, C uba receives some 
85 per cent «>f it. 

Aid extended by the USA 
and Western countries is .such 
that it can be used to finance 
imports from any supplier 
(hut offers the best goods at 
the most reasonable price. The 
Soviet aid being mostly pro¬ 
ject bound covers only goods 
imported from it. Roubles 
covered by this aid must he 
used to finance imports from 
the Soviet Union only. The 
conditions for the re^yment 


Bharat Gold Mines 

Bharat Gold Mines Limited 
has approved a plan to invest 
Rs 4.50 crores off Ramgiri 
gold mines in Anantapur dis¬ 
trict, according to Andhra 
Pradesh Minister for Mines, 
MrS. Venkat Reddy. 

He told newsmen in Hydera¬ 
bad recently that the mines 
would yield a profit of 
Rs 14.31 crores in nine years. 
An estimated 2,560 kg of 
gold valued at Rs 33.45 crores, 
is expected to be produced. 


of Western aid arc much 
easici than tliose of the Soviets. 
In the ease of the USA and 
the West aid repayment can be 
made in 32 years, with no 
piiymcnt required for the first 
nine years and interest rate 
assessed at 2.7 percent. While 
in the case of Soviet aid the 
period of payment is generally 
19 years, with 15 pet cent as 
down payment and interest 
rate is three per cent. 

Soviet Union tends to em¬ 
phasise the creation of pro¬ 
duction capacities in develop¬ 
ing countries that eorrc.spond 
to Soviet Union’s own needs, 
in particular with respect to 
raw materials, natural gas and 
f>il. Consequently a large 
number ol Soviet financed pro¬ 
jects deal with minerals ex¬ 
ploration and virtually none 
of them deal with social wel¬ 
fare w'ork.s or programmes to 
meet basic human needs. Three 
per cent of Soviet aid to Third 
World countries is for direct 
improvement of quality of life 
while 90 per cent of aid from 
the US and the West is for 
this purpose. 

The Soviet aid is muchmoi^ 
protectionist than most West- 
tern aid, in that it permits very 
few imports which compete 
with its own industries. 

Aligarh J.G. 




Readers’ Roundtable 

Dimensions of Soviet Economic Aid 



The safer effective lice remedy. 


Cy-ban is highly effective 
Just rub It gently into the 
scalp at night Comb out 
dead lice and nits in the 
morning Shampoo 
And forget you ever had 
the problem' 

Cy-ban is non-greasy 
and pleasantly 
perfumed 

Cy-ban is not oil based 
So there s no stickiness No 
stained pillows It spreads 
rapidly. And quickly gets 
to the root of the problem! 


Plus Cy ban h.is ,i Idvfncli r 
perfume thit I ists through 
the niqht 

Cy ban is safe 

Cy ban is safe tor Mie lunr 
and scalp Thi re s no fear 
of rhanqinq the < ulour 
of the h.iir or u1 l(/sifig ban 
Naturally, Cy ban romes to 
you from Ledeiie It s the 
product of year» if leseart h 
and testing Tesfingthat 
has proved its sifety and 
efficiency Beyond all doubt 




all chemist 

, shops- j 


A Lederle Product 

*Ri»Oi'tered trademark of 
American Cyanamid 
Corvipany 


tl(U’l-CYB.«t4r8U 


Gets rid of lice and nits.Ovemiglit! 






Re^isiered at fhc GPO I- ndun 
as a ncwspipor 


Licensed to post witluut prepayment U-54, Rend No D(C)2S7 
Registcicd With ihe Rcpisirar of Newspapeis c.f India under No R N 535/^7 




N(il I <ioi‘s it .iqaiii->iM(ruclu< iiiq 
high |a rfoiindn< 1 ' SI f> Ciriiiit KiiMkrrs 
from (>t> kV to 400 kV and iipli* *>0 kA 

NCjI I & f ollaboratuis 
At (i n 11 I UNKI N are ihi' first in lh<^ 
Morld to SF6 as arc'qiion* hinq 
modiuMi iPatc^nt datc'd 6 9 lOHh) Thr 
SFf> Lircuii Bieakf IS which NOff has 
fntrodmc^d in India have' nianv distinct 
(cMlures uhiili make them the most 
rt'liahU' and coii.|)act Ciicuit Hivakcrs 
Here an a few unique teMfuics 
Puffer type SI 6 C ire uit Breaker 
for iiisulfitioii low SI () pressiire I ur 
arc queue liuig Oenerulioii o( high 


SFe CIRCUIT 
BREAKERS 

(From 66 kV to 400 kV and upto 50 kA) 

NGEF THANKS KPC & MSEB 


pressure m an insiilatinq norzlc by 
<omprc’ssiern lienee', trouble^ free 
indoors ur outdoors No he atinq of SI 6 
qas ne'cpssary even at low icMripeiutures 

Hlqh Breaking Capacity 
Ihe' flic Itself rontruls the blast 
intcMisily High sheirt'Cire iiit 
currents—high quenchinq peiwer 

Small Switching Overvoltages 
I ow inductive currents «ire' e|cntly 
liandled Ov(*rve>|taqi lac tors are> 
e'Vtremcly small Pre inse itton 
resistors available lor hiqhe't voltages 

No Re-strlkiiig On Breaking 
Gas pressure, no//l( airanqeinenl and 
moving contact speed matched such 
that capacitive currioits tire reliably 
Intel rupted without re>stiike 

High Operational Reliability 
All qas compartments sealed by power 
gaskets Sf6 9 ««s cannot escape, nor 
moisture can enter 

Low Breaker Maintenance 
Simple erection, few moving parts 
Long intervals lietwecn inspcc tion 


Pneumatic Drive 
Combines the' advantages of &F6 
tec hnoloqv with the benefits of 
pneumatics Makes the c iiruit breakers 
much simpler lower prc'ssiire which is 
li'ss than 1 lOth of hydraulic drive 
Compre ssed air system easy to mstal 

Ihe Karnataka Power ( orporation 
(KPC) has alri ady placed order for nine 
220 kV SI 6 C luuit Breakers (or 
Raichiii 1 hernial Station and the 
Maharashtia State Llectiicity Board 
(MSI U) for live 400 kV SI b C ircuit 
Break< ts 

NIjI I (h.iiiks both KPC and MSLB 
for the lonhdeme ic'posed 

Customer confidence and 
pretcrc nc i w«*re proved when the 
National 1 hernial Powei ( or|»orallon 
awaidc'd to NCif f’s collaborators, 

A1 (i Tl 111 ONKf N, against global 
li nders the contract loi Ihe supply of 
27 nun Seis o| 40tl kV Sf-6 Circuit 
BrcMlo IS fur seven suhstatiuiis including 
super thcimal power stations at 
Kainaqundam and Sitigrauh 
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The Wings of Speed 

Fast<<«st to Europe 

Via Moscow 
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5 flights to 
Moscow every week 
4-from Delhi 
1-from Calcutta 
and 

3 flights to South East 
Asia Every Week 


For Reservations P/ease Contact 


Inc Soviet Airlines 
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18. Barakhamba Road 
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Phones : 42843, 40426 
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August 19 

Two US F-14jct fighters shot down 
a pair of Soviet-built Libyan SlJ-22 
lighter plans over the Mediterranean in 
a clash about 60 na'itical miles off the 
Libyan coast 

The violent incidents in Sri Lanka 
have no racial overtones and people 
belonging to all communities have sulTei- 
ed at the hands of Ia^v breakers, accord¬ 
ing to Sri Lanka Goveinment 

August 20 

The Andhra Pradesh Cabinet was ex¬ 
panded with the swearing in of two 
Ministeis, N Snnivasulu Reddy and 
hanumolu Venkalarao- both from the 
ndhra region 

The official wholesale price index 
for all commodities (base 1970-71) in¬ 
creased by another 0 6 points during 


the week ended Au ust 8 and stood at a 
peak of 287 2 

The Indian rupi i has become cheaper 
by 1^ paisc vis a the pound sterling, 
following the upv i! lation ot the pound 
sterling by 0 pt; cent The middle 
rate is Rs 16 60 j iinsl Rs 16 45 pie- 
viously 

August 21 

The Employies state Insurance C or- 
poiation(bSK ) his decided to extend 
the 1 SI scheme to concerns engaged in 
slate and bcedi manufacture 

India has rccened loans totalling 
S4I7 62 million from the development 
funds sf Kuwait the UAF, Saudi Arabia 
and the OPLC Special F und 
August 22 

The national income recorded an in¬ 
crease of about seven per cent in 1980-81 
over the previous year. 



The World Bank has drafted a new 

long-term strategy for its dealings with 
developing countries. 

The Government has reimposed export 
duty of Rs 75 per quintal on colTec with 
retrospective effect from August 21, 
1981 

August 23 

The six-da>-old Assnm talks failed 
to break the impasse on the issue of the 
1961-71 foreigners and weie adjourned 

India and Trance ha\e called for a 
political solution to the Afghan 
question and the continuing Iran-Iraq 
conflict, after External Affairs Minister 
Narasimha Rao had talks with l>ench 
1 oreign Minister Claude Cheysson m 
New Delhi 

August 24 

Soviet Deputy Foreign Minister, 
Nicolai Firyubm, arrived in Islamabad 
for talks With Pakistan leaders on the 
situation in Afghanistan 

De\raj Urs resigned from the presi¬ 
dentship of the Congiess (U). 

The pound sterling became costlier 
by 10 paise following devaluation of 
the rupee by 0 6 per cent. The middle 
rate is Rs 1670 a pound 

August 25 

Uest Bengal Governor I N Singh 
tendered his resignation 

The Lok Sabha uiianiinoiislv passed 
the Tsscnlial Commodities (Special Pro¬ 
visions) Bill and the Prevention ot Black- 
Maiketing and Maintenance of Supplies 
of Lssential Commodities (Amendment) 
Bill. 

Press Censorship imposed on the des¬ 
patches of foreign coj respondents in 
Sn I anka has bLcn lifted 

The Australian Government plans to 
gradually remove iis tariff banicrs against 
impoiiol various eommodities, accoid- 
ing to Mr J B Ghosh, leader of the 
Australian Tidde Development Council 
Survey Mission 

The Union Government has no con¬ 
tractual obligation to pay dearness al¬ 
lowance to Its employees, stated the 
I inance Minister, Mr R. Venkataraman. 

Pakistan rejected Afghanistan's new 
terms for negotiations. 

I 
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Oiling the Surplus 


Once upon a time, not very long ago, every meeting of the 
Organisation of Petroleum Jixporting Countries sent a shiver 
of fear through the spines of less fortunate developing countries 
like India. Lvery OPPC meeting seemed likely to end with the 
oil cartel mulcting customers in ever-rising degree. But not 
any more. The latest OPLC meeting has once again seen 
Saudi Arabia acting the role of a one-man anti>cartcl, as 
determined on keeping the price low as others arc in keeping 
it high. And since Saudi Arabia now produces almost half the 
oil of OPEC, its say is decisive. Saudi Arabia feels that the 
price of oil should now stabilise in real terms, rising by only as 
much as woi Id inflation. It fears that any faster rise will make 
alternative sources of energy attractive, and thus diminish the 
long-term attractions of oil. Most OPEC countries, whose 
reserves will last only 20 years or so, want to get as much cash 
as possible before their oit runs out. But Saudi Arabia will 
continue to be an oil producer well into the next century, and 
wishes to ensure that oil docs not become priced out by other 
forms of energy. 

The OPl.C system of uniform pricing broke down in early 
1980 with the sharp fall in Iran’s production following the 
Shah’s ^)Vcr-throw. The shortage of oil was compounded by 
speculative stock-building, and country after country was able 
to raise its oil export price well above the OPEC rate and 
yet sell all it could produce. The price looked like stabilising 
around August 1980, but then came the Iran-Iraq war which 
once again created a shortage of oil. This shortage ended 
dramatically and quite unexpectedly thanks to two reasons. 
One was the sharp fall of almost 10 per cent in the oil con¬ 
sumption of Ope n countries. The other was the decision of 
Saudi Arabia to raise its output from 9,5 million barrels per 
day to 10.3 million barrels per day. The first factor brought 
demand down below supply, and the second created a serious 
oil glut. The spot price of crude has dropped from its peak of 
40 dollars per barrel to less than 32 dollars per barrel. Refined 


products like kerosene and diesel have also fallen 20 per cent 
in price. Several oil producers like Kuwait and Mexico have 
been forced to slash their export prices. Others like Nigeria 
and Libya have tried to maintain their export price of 40 to 
41 dollars per barrel, but have consequently been losing buyers 
in droves. Nigeria can barely sell half its normal output. 

At the latest OPEC meeting Saudi Arabia offered a unified 
price linked to 34 dollars per barrel for light Arabian crude. 
Other members felt that 36 dollars per barrel would be more 
appropriate. A compromise of 35 dollars per barrel nearly came 
off but failed at the last minute. And so the existing formula (or 
rathei lack of formula) will continue till the end of 1981.' 
After that OPEC will probably return to a uniform price 
pegged to a light Arabian crude price of 35 dollars per barrel, 
or perhaps even 36 dollars. 

The long-term Saudi Arabian formula calls for indexing oil 
price to global prices. But in the last year oil price has 
fallen 20 per cent while global prices have risen 10 per cent, 
so that the real price of oil has dipped very steeply indeed. 
This cannot continue indefinitely. After the current respite, 
the world will have to resign itself to modest price increases. 
This IS a blessing after the ravages of the last eight years. 

Saudi Arabia has already paved the way for a modest price 
increase after December by cutting its output by one million 
barrels per day. Its traditional ceiling was 8.5 million barrels per 
day, hut it increased this to 9.5 million barrels in a vain attempt 
to curb prices in early 1980, and yet again to 10.3 million 
barrels per day after the Iran-Iraq war broke out. Its latest 
cut in production may not reduce the glut immediately, as 
Iran and Iraq arc stepping up their production, and many 
countries (particularly Nigeria) will have to step up output 
in order to maintain their falling revenues. Much depends on 
the future course of Western oil consumption. If it can be 
held down to modest levels—and the chances of this are quite 
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bright—the oil market will continue to be weak for some ^ be on the verge of becoming economic at current prices, and 
years to come. Beyond that period, everything will depend will certainly become economic if oil prices rise much further, 
on the development of alternative sources of energy. Con- Coal output is rising fast the world over. None of this means 
servation has become a major energy saver, and will become that oil will cease to matter. But it does mean that the growth 
even more so when a new generation of fuel-efficient cars of oil consumption could rise rather slowly in the years ahead, 
flood the American markets in 1982. Solar energy seems to If that happens, the energy crisis will have come to an end. 

Indo-French Collaboration 


Btmi pRANCii and India have reasons to feel gratified with the 
discussions Mr Claude Cheysson, the French Foreign Minister, 
had in New Delhi this week. Besides helping to deepen 
bilateral cooperation between the two countries, Mr Cheysson’s 
pronouncements at a press conference on the conclusion of his 
talks have raised hopes that some way will be found out at the 
forthcoming Mexico summit for abetter deal for the third 
world. 

Tndo-French connections have already been strengthened a 
great deal by two recent developments. An agreement was 
signed a few months ago with a French undertaking for the 
construction of a 600,000 tonnes capacity aluminium plant 
based on the extensive bauxite resources in Orissa. Besides 
providing technical assistance, France has also assisted India 
in raising a Eurodollar loan of 680 million dollars for this 
project. Since France has shown interest in buying back 
approximately 3.76 lakh tonnes of alumina per year from this 
venture, the Furodollar loan will not have any adverse impact 
on India’s balance of payments. 

The second development has been in the field of oil. The 
Oil and Natural Gas Commission entered into an agreement 
with the Cl P of France early this month to increase subs¬ 
tantially the production of crude oil as well as natural gas 
from off-shore Bombay High and the adjacent areas. Ciude 
oil output from here is envi.saged to be raised through this 
collaboration from around eight million tonnes this year to 
13.95 million tonnes next year, 16.6 million tonnes in 1983-S4 
and 19.12 million tonnes in 1984-85. This will help India lo 
raise its oil production by then to around 30 million tonnes, 
sufficient to meet approximately 70 per cent of the 42 million 
tonnes requirement of petroleum products. The annual oil 
production potential of the Bombay High and adjaeint 
concessions, of course, will be raised by 1984-85 to 22 mill.on 
tonnes. The natural gas recoveries, both associated and ;ree 
gas, will also increase markedly. Significantly enough, ihc 
CFP has agreed to render assistance in this programme fin a 
moderate technical fee and other costs, instead of having M>inc 
share in the additional crude oil output as was contemplated in 
the initial stages. 

A major tic-up with France which may follow Mr Cheysson’s 
visit, of course, will be in the supply and manufacture of 
defence equipment. A modest beginning in latter respect was 
made a few years ago when Hindustan Aeronautics Limited 
(HAL) undertook the production of helicopters at Bangalore 
with French collaboration. The proposed collaboration covers 
a much wider range of sophisticated equipment as well as 

iAffiSRN SCXINQMIST 


supplies of Miragc-2000 aircraft. This will not only strengthen 
India’s defence preparedness, specially when large-scale supplies 
of armament arc being made by the United States to Pakistan, ; 
but also open up new areas of collaborative production between i 
the two countries. It is worth noting in this regard that , 
FVance started importing helicopters and spares from HAL ; 
soon after their successful manufacture at Bangalore, reflecting | 
HAL’S capabilities of producing equipment to international I 
standards. An Indian military mission will be visiting Paris ; 
soon to further discuss the above collaboration. ' 

. I 

By declaring that France would insist at the Mexico summit ] 
on a massive injection of finance for the development of energy ; 
resources in the developing countries and would also take ^ 
other initiatives in solving the problems confronting the third j 
world, Mr Cheysson has indicated a cleavage between his ; 
country and the United States and the United Kingdom. J, 
Unlike the latter two, France has already evinced willingness 1 
by increasing its aid contribution this year lo 0.7 per cent of ; 
its gross national product for building up a new international ; 
economic order as envisaged by the Brandt Commission. . 
Should the example set by France be followed by some of the 
other developed countries, the hopes for the meaningful north- . 
south dialogue will brighten. Mr Cheysson has expressed ■ 
optimism that the World Bank mid the International Monetary . 
Fund, which are ready to finance development of energy 
resources in the developing countries on an ambitious scale, 
would receive at Mexico the green signal for doing so and ' 
necessary support would be available to them. As he has i 
stressed, the members of the OPEC, who have large surpluses : 
available with them following the successive hikes in oil prices ^ 
since 1973, obviou.sly, have a large role to play in this. 

i 

There is a good deal of identity of views between India! 
and France on the global issues, whether political or economic, 
Both have stressed the need for finding solutions lo politicalj 
issues through negotiations and consensus, rather than through] 
confrontation. Mr Cheysson’s hint about France helpingl 
Iraq to rebuild its nuclear plant, which was savagely damaged? 
recently by Israel, incidentally cvt>kcs optimum that enriched; 
uranium would be available from this source, if necessary,: 
following the stoppage of supplies by the US. This subject,, 
of course, did not figure in this week s talks with Mr Cheysson,- 
who has pertinently observed that French assistance would be|j 
available for all nuclear programmes for peaceful purposes. | 
France, he stressed, was only interested in safeguarding th u| 
this as.sistance was not used for fostering the manufacture oft 
nuclear weapons. f 

i 
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l^RS Indira Gandhi is afraid of discus- 
sing mutual arms reduction with 
Pakistan for fear that India might get 
trapped. This sounds rather like a cat 
refusing to negotiate with a mouse on the 
ground that it would be dangerous for 
the cat. It prefers, therefore, to play cat 
and mouse, a game in which the final 
rTutcome is not in doubt even if the mouse 
indulges in the kind of devilish tricks 
immortalised in the comic strip “Tom 
and Jerry”. But alas for Mrs Gandhi, 
the mouse is noi content to play its allot¬ 
ted role in^the game, and has enlisted the 
support of a bald eagle fiom Amciica 
This has left M s Gandhi like a cat on a 
hot tin roof She has attempted to dis¬ 
suade the eagle by claiming that the 
mouse has three times as strong a strike 
force as the cat, a piece of fiction that has 
failed miserably to become a best seller. 
She now accuses the mouse of disturbing 
the peace in the sub-continent by acquir- 
incr weapons which actually threaten 
ffie cat. In her view, peace is best ensured 
in this animal farm by a mutual accep¬ 
tance of the cat's superiority. It is a 
philosophy which eminently suits cats. 
But for that very reason it is unacceptable 
to the mice. There is no point in Mrs 
Gandhi constantly claiming that the 
mouse faces no threat at all from the cat, 
as this cannot possibly sound convinc¬ 
ing to the mouse. Indeed, she constantly 
proclaims that the mouse is a threat to 
the cat, and that the cat will leave no 
stone unturned to meet this threat. This 
can hardly be expected to allay the sus¬ 
picions of the mouse. 

Mrs Gandhi says she is afraid of getting 
caught in a trap by negotiating arms re¬ 
duction with Pakistan. She does not see 
that by avoiding negotiations she will be 
falling into an even biggei trap. This is 
the trap of thinking that we enjoy the 
natural right to be the dominant power 
on the sub-continent by virtue of our size. 
It is this trap that produces all the distor¬ 
ted arguments emanating from South 


Block, which make sense only on the as¬ 
sumption that all mice should meekly 
accept the domination of cats. Thus when 
we buy Jaguar aircraft we claim we are 
merely replacing obsolete Hunters, and 
that it is no cause for alarm for anyone. 
But when Pakistan buys F-16s to replace 
its ancient Sabres we cry from the roof¬ 
tops that this endangers peace on the sub¬ 
continent. Thus we equate peace and 
stability in the sub continent with our 
military and po1itic.il dominance. What a 
trap wc have fallen into. 

he real world is not an animal farm, 
where mice ha\e no recourse against 
cats. Fven the smallest country can be¬ 
come a g’-eat militarj power by acquiring 
arms and enlisting big power support. 
The ultimate example of this is tiny 
Israel, which is a match for the entire 
Arab world. Not many small countries 
can aspire to be Israel, nor need they. 
Most are happy simply with a certain 
amount of arms and political patronage 
that makes up for their natural inferiority 
to their neighbours There is not the 
slightest use in the larger neighbours in¬ 
voking doctrines of natural dominance to 
stop this process. In a world dominated 
by super-powers imd arms merchants, 
there is no such thine as the natural domi¬ 
nance of a countr> in a region. Any small 
neighbour can purchase military parity 
or even outright dominance if it has the 
cash and the right political connections. 

In view of the history of conflict and 
continuing difTerenecs between India and 
Pakistan, it is idle to expect that Pakistan 
will simply sit back and acquiesce in Indian 
military dominance It will constantly 
seek to improve its position vis-a-vis 
India Besides, all military equipment 
grows obsolete with the inexorable im¬ 
provement of technology, and for this 
reason alone every country is going to 
modernise its arsenal. Thus there can be 
no question of freezing arms at any level 
on either side. There will always be 
constant re^annament. To this extent, 


there is always an arms race. But usually 
it is run at such a leisurely pace that no¬ 
body notices what is going on. From 
time to lime the pace hots up, and then 
tension rises to dangerous levels. 

l^hat we have to ensure is that the 
pace remains at a reasonable rate. 
It is folly to think that we can buy Jagu¬ 
ars from England, submarines from West 
G.*rmany, and a whole package of arms 
from the USSR with Pakistan doing noth¬ 
ing about it. And it is equal folly for 
Pakistan to think that it can buy the best 
planes in the business with India doing 
nothing about it. The only way to cool 
down the pace to a reasonable speed is to 
have negotiations on the arms balance. 
Mrs Gandhi herself has been a great sup¬ 
porter of arms limitation by the super¬ 
powers, and has deplored the breakdown 
of the SALT II discussions. If arms limi¬ 
tation is good for superpowers, how can 
it be unacceptable for regional powers ? 

It is quite another matter that negotia¬ 
tions with Pakistan on an equitable mili¬ 
tary balance will be extremely difficult, 
and could well fail. India needs strength 
to meet the challenge of not only Pakistan 
but China. However, Pakistan will always 
want to allow for the possibility of Indian 
troops on the Chinese border being swit¬ 
ched to the Pakistan border. Pakistan 
does not seek military parity, and is wil¬ 
ling to have a balance where it is some¬ 
what inferior. But this may not be good 
enough for India, which will probably 
seek a much greater arms ratio. The diffi¬ 
culties are immense. But the effort must 
be made. And the very fact of an effort 
itself will help ease tension. It will 
also help convince the rest of the world 
that wc are serious about peace. Wc carry 
no conviction at all with stupid statements 
to the effect that Pakistan has three times 
as powerful a striking force as ours. Such 
hysterical screams can only accelerate the 
arms race. 

—Swaminatluni S. Aiyta 




Excessive Controls 

Prof. C. Northcoto Parkinson 


1 WUL Start with the word **Bureaucracy*’. 
The word is French which does not 
mean that the French invented it. 
Originally “Bure” was a cloth and even¬ 
tually a writing desk covered with Bure, 
a coarse woollen cloth. It came to mean 
an office or a government department 
and above all Bureaucracy is associated 
with a desk and 1 am sure, you all realise 
that you can't administer without a desk. 
This is essential, }Ou can’t begin, you 
have to have in front of you, a wooden 
structure usually a bit flatter on top or 
on the side. You have to have an ‘in-tray’ 
and you have to have an ‘out tray’. In 
the middle some people have a thiid tray 
labelled ‘LBW’ which might be a 
term in cricket or possibly stands for ‘let 
the fellow wait.’ You also need a waste- 
paper basket and once you have this 
minimum of equipment, you can then 
begin to administer as a bureaucrat. 

Papers arrive in the ‘in-lray*, and if 
you are administering, you bring them 
out of the ‘in-tray’, put them in front 
of you, sign them, some people even read 
them but the essential thing is to sign 
them, and put them in the “out-tray” or 
sometimes in the waste paper basket, as 
the case may be, and that is the central 
process of administration. 

Government by Bureaux 

Now, Bureaucracy means a government 
by bureaux, by officials sitting at desks, 
a government in which authority is 
divided among numerous offices, all of 
them adhering to inflexible rules of pro¬ 
cedure. We come to think of Bureaucracy 
as a form of rule in which complex and 
time wasting protocol prevents effective 
action. Wc come to think of the Bureau¬ 
crat as one who insists upon rigid 
adherence to rules, form and precedents. 
The word may be French but the form 
of rule goes certainly back to ancient 
Egypt and still more, perhaps to the 
ancient Far East. If any one people 
invented and peifcctcd Bureaucracy, it 
will probably be the Chinese As against 
that, the Germans might claim to rank 
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among the leading bureaucrats of the 
present age. 

There are six characteristics of Bureau¬ 
cracy and 1 will run through them at 
tedious length. The first point about 
Bureaucracy is that it is highly centralised. 
Wc should note from this point that the 
most highly centralised countries in the 
world are probably Great Britain and 
France, most other large States being 
divided into self-governing provinces. 
Thus sub-divided are the United States, 
Soviet Russia, China, India, Canada, 
Australia, Germany and even the Nether¬ 
lands. Two countries are undivided and 
over-centralised to the point of lunacy. 
These are respccti\c1y Great Britain and 
France. 

Faceless Officials 

Now, the second characteristic of a 
bureaucratic government is that its ap¬ 
pointed officials are impersonal nameless 
and faceless. Each clerk writes in the 
name of the government. There was a 
time in my life when 1 wrote an occasional 
letter which began* ‘*Sir, I am commanded 
by the Army Council to bring the follow¬ 
ing matter to your attention.... etc. etc.” 
It was, of course, like official documents 
often are. My documents were a lie 
because the Army Council knew nothing 
about the matter concerned and inci¬ 
dentally nothing about me either. 1 am 
not certain that they ever met and if they 
did, certainly it wasn’t to consider this 
sort cf letter. Nevertheless, this is what 
is the form of words which was designed 
to make the recipients of the letter forget 
about me and think only of a mythical 
assembly of the great and the good. The 
letter conveying the decision is signed by 
one officer on behalf of another who is 
his deputy or someone more senior who, 
possibly or someone eventually represents 
Her Majesty the Queen. The effect on 
the recipient is daunting because he 
doesn’t know, to start with, to whom 
his reply should bj addressed or whether 
it should be seen by anybody. He 
concludes, and perhaps rightly, tbgt he is 


addressing a system, not a person; that the 
officer who signed the letter is notan 
individual but a small part of a complex 
machine. It is the essence of a Bureau¬ 
cracy to leave us without ony idea as to 
who the rulers are. 

Distinct Departments 

The third characteristic of a Bureau¬ 
cracy is that its officials are divided 
among departments which are distinct 
from each other, contrasting in attitude 
and often mutually hostile. Before you 
build a house you need planning per¬ 
mission and you have to approach 
severally the planning outhority, the 
district engineer, the water board, the 
electricity council, the regional architect, 
the telephone council and the parish 
council. Some of these authorities are 
apparently at var with each other. Others 
are unaware of each other’s existence. 
This is the way these things function. 

When you alter the plans of your house 
to satisfy the rules administered by the 
district engineer, you spoil the elevation 
already approved by the regional archi¬ 
tect. Altogether you can’t win. Your 
drive entrance is acceptable to the high¬ 
way planners but does not please the 
parish council. We are all probably 
familiar with the situation when a water 
pipe is laid by the water board, the trench 
being filled in and the surface of the 
road made good. A month later the 
road is closed once more by the electricity 
board. It is dug up, the trench is then 
filled in and the surface made good once 
more, and so it goes on the same bit of 
road dug up repeatedly. In many countries 
all these authorities are distinct and there 
is no chance at all of using the same 
trench by previous agreement—‘this never 
happens—still less of the road having a 
service pipe in which all services might 
have been contained from the beginning! 
On a higher level the coordination is 
probably worse. The welfare department 
gives a pension to a man who is wanted 
by the pohee fat burglary; the army 
enlists a man who has just deserted from 



the air force; the home department 
expels the alien which the foreign ministry 
wants to question. Wc thus think of 
Bureaucracy as a system in which coordi¬ 
nation is minimal and ineffective. 

The fourth characteristic of a Bureau¬ 
cracy is that the officials are applying 
inflexible rules which are often opposed 
to mere commonsense. To give the 
official wide powers of interpretation in 
the application of laws, regulations and 
decrees would expose him, it is thought, 
to both temptations and personal attack. 
He might, on the one hand, accept bribes 
or show favour to his friends and 
relatives. He could, on the other hand, 
^make enemies, being branded as a tyrant 
by all who have been disappointed in 
their applications. So to safeguard his 
position we nan owiy restrict his powers. 

Quoting Chapter and Verse 

All'he says to us is ‘planning permission 
is refused because your application is 
contrary to sub-paragtaph 17 of para 691, 
section 190 of the Act of 1951’. He doesn’t 
say that proposal is undesirable ; that 
isn’t under discussion. It is contrary to 
some clause of some Act passed by some¬ 
body at some time. He gives no opinion 
about the rightness or wrongness of what 
is proposed. He merely points to a 
^ regulation and hides once more in the 
anonymity of his depai tment. There may 
seem to be good reasons for giving him 
his narrow task of interpretation. It is 
arguably inevitable that he should be put 
in that position. But what is unfortunate 
is that legal phrases don’t cover every¬ 
thing and that strict adherence to law can 
be ridiculous or even tragic. We hear of 
the ambulance racing to the hospital 
with an emergency case only to be told 
that the patient cannot be admitted to 
that hospital but must be taken some¬ 
where else even when this may mean his 
dying on the way there. ‘I have no power 
to make an exception* is the formula 
used and this is quite possibly true. We 
think of Bureaucracy as a system under 
which officials can thus avoid taking any 
^ responsibility. 

The fifth characteristic of Bureaucracy 
is that the procedures as laid down 
are actually appallingly complex. There 
are forms to be filled in, rules to be 


observed, technicalities to be understood 
and documents to be drawn up. The 
merchant who has goods to export can¬ 
not even pretend to understand the clea¬ 
rances and permits which must accom¬ 
pany the shipment He hands the task to 
a forwarding agent uho does nothing else. 
Complexity grows with the size of the 
organisation but it is also the tendency 
for complexity to become more complex. 

Thinking of forms to be filled it reminds 
me of two winch arc favourites with 
me. One was piesentcd to me at a uni¬ 
versity in the Dm ted States wh:ie 1 had 
been teaching foi about six weeks, and 
at that point it occurred to some Buieau- 
crat to ask me who I was. I suppose they 
knew who I was w hen they had appointed 
me but now they knew nothing about 
me and presented me with a form which 
started “who aie you ? Are you a 
graduate ?*’ And finally question 27 reads 
as follows : “Give the names and ad¬ 
dresses of your p.iK'nts even if deceased”. 
At that time when I first had this form 
to fill in both my parents were dead and I 
need hardly tell that T filled it in as 
follows : “The allegiance fails (no 
tclephcnc number)”. Another form 
which may come in the way of any of 
you if you wish for a visa to enter the 
United Slates, one of the questions you 
are asked to fill in—and this is No. 54— 
reads as follow's “Do you mean to 
upset the Conshtutioii of the United 
States ?” And most of us are content to 
reply “no", although I have heard of 
people who have tilled in “sole purpose 
of visit” and have got in nevertheless. 

The Anarchist 

But the beauty of that particular soit of 
question seems to me to centre upon 
the picture of some anarchist who is 
heading for USA. His suitcase is filled 
with explosives and he has every intention 
of blowing up the White House and 
everyone inside it. But faced with that 
form be says, ‘1 can’t tell a lie’. It is a 
beautiful thought, isn’t it ? I feel myself 
that people wi h suitcases full of c\plo 
sives would not really be daunted by a 
question like that. They would probably 
attempt to deceive us but it is nice to 
think that there might be in the world 
an anarchist who couldn’t tell a lie when 
faced with that paragraph. 


Any way let us go back to the whole 
business of forms and they become more 
complex as time goes on because any¬ 
one who deals in forms to be filled in 
always thinks of more questions to ask 
so that he can show how efficient he is 
by lengthening a form and elaborating 
it so that all become more complex. One 
cause of this complexity is the desire of 
the expert to protect his personal know- f 
ledge adding to the mystery rather than 
attempting to explain. Another cause of ^ 
this is the overstalfing of the civil ser¬ 
vice—not in India but in other countries 
-leading to the creation of work to < 
justify the numbers employed. Any . 
question on our census form will thus 
become more complicated as time goes ] 
on, providing more woik for the depart- ? 
nicnt cmccmcd. Complexity thus in 3 
this way becomes nioic complex and we | 
can all recognise in this an aspect of j 
Bureaucracy. ^ 

Delay Becomes Denial I 

Now, we have had five characteristics j 
of Burcauciac>. All of them come to- 1 
gether in the si\tli characteristic which I << 
am now about to describe, and that is 
the chai actenslic of ineffectiveness due to 
lack of purpose and lack of speed. ^ 
Gained to its normal conclusion, de- ; 
lay becomes denial, centialisation be- ’ 
comes frustration, departmentalism be- ? 
comes inaction, inflexibility becomes idle¬ 
ness and complexity becomes decay, 
Slowly and majestically (he whole ma- i 
chincry of Govcinment gimds to stand- 1^ 
still. Little IS attempted, nothing is i 
ach'cvcd and even the simplest problems 
prove insoluble. A good example of this 
IS be found in the USA where the 
constitution was designed for different 3 
kind of society but it was so drawn up | 
as to make reform pi..ctically impossible. 
The dilUcullics in which the American exe¬ 
cutive, legisUituie and judiciary have j 
been placed a yeai or two ago by what | 
was called the ‘Watergate Affair' was } 
not due to the wickedness of individuals i 
but to the ob-iolesccncc of a whole system ' 
of Government. It was the organisation 
that was at fault. The framew'ork is | 
weak, the ideas arc bad in principle and | 
the Bureaucracy is levolting in its com- S 
plexity. The whole cumbersome machine ; 




A05 


AUGUST 28, 1981 



drifted into the war in Vietnam which 
; was futile from the outset and from which 
it proved almost impossible to withdraw. 
There have been successive blunders in 
foreign policy and the internal problems 
are endemic and seemingly insoluble. 
Beyond all these floundcrings in the 
mud stands the central fact that the sys¬ 
tem is at fault and the means for chang¬ 
ing the system are for all practical pur¬ 
poses non-existent from which, ladies 
and gentlemen, you will assume perhaps 
rightly that I shall not be applying for 
a visa for the United States in the near 
future and you would conclude that if 1 
®PPiy> i probably should nor get it. I 
have been rather rude but not specifically 
really about USA. Because much the 
same can be said about so many other 
countries also. 

Six Characteristics 

Here then are the six characteiisties of 
Bureaucracy. 1 hey arc first, the disad¬ 
vantages of excessive centralisation, im¬ 
personality, departmentalism, rigidity, 
complexity and finally incompetence. To 
find a remedy for these evils which 1 
have described so tediously and at such 
length, wc must replace each of them by 
its opposite, thus introducing delegation, 
responsibility, coordination, flexibility, 
simplicity and effectiveness. The basis 
for all that reform is dcccntialisation. 
The habit of each Central or National 
Government, and this is especially true, 
I think, of socialist GovernmentN, is to 
make each regional government a more 
agency for the execution of central policy. 
The purpose of any anti-bureauciatic 
movement would be to take whole areas 
of administration and make them a purely 
local matter in which the Central Govern¬ 
ment would have no say at all. Socialist 
or anti-socialist legislation should have 
much the same effect to make everything 
strictly regional, and I may say that this 
is a very good aspect of Government in 
the USA. 

1 here are some further aspects of ad- 
ministiiifion which arc purely a Stale 
matter. One, for example, is education. 
In education the federal Government has 
no say at all. It could advise if it wanted 
to, but each State Government can go 
its own way and largely does. It stops, 


in other words, at the stage of provincial 
capital and if there is to be decentralisa¬ 
tion, the condition of it must always be 
that you cannot decentralise, well, say in 
health. While there is a health depart¬ 
ment of the Central Government, in de¬ 
centralising It, Jt is essential that that 
Central Oepartment must be wiped out, 
not with bomb but with a suitable 
decree which dissolves it completely and 
ends it. 

1 have tried to describe the faults of 
Bureaucracy but wc have to realise at this 
point that the situation will never be 
static. That the situation is bad is no 
proof that it will not get worse. On 
the contrary Bureaucracy has its own 
sclf-indiiccd dynamics. By its own nature, 
it must lend to expand and proliferate. 
By its own nature it must become more 
complex as time goes on. Some 25 years 
ago, I suppo.se, I discovered and publish¬ 
ed the Jaw of proliferation by which any 
organisation is governed. I since came 
to realise that this growth has more 
than one cause, and one cause that 
wc should know is that in any organi¬ 
sation there IS an uneven flow of 
work due to a variety of causes 
climatic, religious, seasonal, legal, politi¬ 
cal, whatever—so lliat the woik is not 
a level flow, it is up and down and this 
is known to most people in business 
that there will be this fluctuation in the 
work load and, of course, the tendency of 
the manager, the people at the top, is to 
staff the organisation on a scale to meet 
that peak pressure of work and this 
leaves people under-employed during the 
slack period. 

A Good Manager 

But a good manager does not like 
to See people idle, nor do the 
employees like to be idle beyond a certain 
point. Most people are worried if they 
aie idling more than half their time. Up 
to half their time they seem to be very 
happy, beyond tint they get worried and 
the result is first that tasks arc invented 
to keep people occupied and if they are 
not invented people invent tasks for them¬ 
selves and so keep themselves occupied. 
The result is when the next peak of acti¬ 
vity is reached, the staff are all busy and 
new staff must be recruited. These in turn 
will be idle when the work slackens and 


so the numbers rise from year to year 
for ever. At the same time the devices 
used to make work become more elabo¬ 
rate and complex. The records become " 
more detailed, the statistics more involv¬ 
ed. It is also apparent that each depart¬ 
ment or branch ^s a life of its own. It 
is not a structure, it is an organisation. 

It is something with a will to grow, a 
will to survive, a will to expand. It will 
never abolish itself, of course, nor the 
evil, if there is one, which it may have 
been designed to abolish. Now, we all 
know that governments other than those 
of exceptional wisdom as to be found in 
India, concern themselves from time 
and time and try to abolish all human 
failures, all examples of human folly or 
wickedne.ss. 

Plethora of Legislation 

People arc to be made good and 
sensible by legislation and the result 
is, in most of the world a diarrhoea of 
legislation. 1 can say that word, the diffi¬ 
culty is to spell it and this is the first 
lest of entering on a medical career ; if 
you cannot spell diairhoea, you better 
give it up and decide to be a chartered 
accoununt. But we have a diarrhoea of 
legislation throughout the world accom¬ 
panied by similar diarrhoea in the crea¬ 
tion of committees and the world is 
covered by Acts of Parliament and cover¬ 
ed by committees and between them they 
create mountains of paper. 

Now, one of the common things is to 
set up a branch of Government to deal 
with some particular evil. Such a one 
may be, for example, pornography. Now, 
nobody in the world knows what porno¬ 
graphy is but we all agree it is naughty 
and should be prevented and so we set 
up a department of Government—^n 
anti-pornographic department. Now, the 
certainty about that, apart from its being 
a likely source of corruption, is that the 
department will perpetuate pornography 
as well as itself. Well, it is bound to. 
People are not going to take themselves 
out of job. That position is rather like 
the rat-catcher. There used to be in 
Government this important officer known 
as the rat-catcher. He has been replaced 
by a rodent control officer, who, of 
course, has to be paid a great deal more. 
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The rat-catcher history brought into clear 
rats out of the warehouse was always 
. ready to carry out a picturesque and dra- 
’^matic campaign. He was always careful 
to leave two rats behind of opposite sexes 
when the task was completed. He did 
not want to drop himself out of the job, 
he wanted to clear out the rats again next 
year, and so it is with particular depart¬ 
ments to deal with drugs or porno¬ 
graphy or whatever it is. They will al¬ 
ways perpetuate the things that they have 
been designed to suppress. We may and 
must deplore the cost of Bureaucracy but 
the expense involved is actually the least 
part of the mischief. 

t 

Trimming the Civil Service 

Now, the next reform needed is to 
halve the number of civil servants and in 
some few instances double their salary. 
British administration used always to be 
at its best in India and people in India, 
if they have read that, must have realised 
how bad it must be in Britain. 1 do not 
know, but at least to India all the best 
British administrators were always sent 
and the rest almost as good used to be 
sent to the Sudan. The best people 
available were divided between the two, 
and you all remember, the whole Indian 
^sub-continent used to be ruled by the 
Indian Civil Service which numbered ap¬ 
proximately 1000-1200. In fact, when 
India became independent in 1947, a 
thousand of them, that is all there used to 
be. What made for a certain etliciency 
then and what would make for efficiency 
now is to have a sufficient number of 
decision-making officers and the least pos¬ 
sible number of more clerks. With a 
smaller number of people there are fewer 
steps between the foot and the summit of 
the administrative pyramid and that means 
reaching a quicker and possibly wiser de¬ 
cision at a lower cost. The point is the 
shape of the pyramid. Now the average 
civil service pyramid has the unnamed 
people down at the bottom and right 
at the top is the wisest and the best 
man of the whole lot who is the chief. 
Yes, he is the wisest and the best. We 
have to agree to that, and that is the 
shape of the pyramid. Flatten it out 
and that to my mind is a better shape 
of the pyramid. There are more people 
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in it ready to do something and fewer 
people ready merely to push papers 
around. So the shape of the pyramid is, 
to my mind, an important thing. 

Another general reform, of course, is 
that wherever there is a committee, it 
should be replaced by a single man. Com¬ 
mittees are a pest ; they are a nuisance; 
they are altogether something to be put 
down by rat poison or by whatever means 
may occur. In the Christian Rules of 
Conduct known as the Ten C ommand- 
menls, familiar perhaps to many people 
who even are not Chiistians and apt to be 
forgotten by many people who arc, there 
are a number of rules saying, “Thou 
shall not commit murder”, “thou shall 
not commit adultery” and so on. It 
rested with my wife to introduce the 
Fleventh ^'ommandment added to the 
other ten and this was at a time w'hcn I 
had been serving on many committees 
and the hlcveniJi Commandment read ; 
“Thou shalt not Lommit" And so I olfei 
the Eleventh Comraadment for careful 
consideration bv people in India the iiile 
“thou shalt not commit.” 

Sans Sub-Committee 

If there is a loh lo be done, detail some¬ 
one to do It, do not form another com¬ 
mittee and do not let that form a whole 
series of sub-committees, working pai tics 
and all the ie.st the rabble. Keep the 
thing down to something that is workable. 
How long does it i.ikc to receive an intel¬ 
ligent reply Irom a government depart¬ 
ment ? I say, ai intelligent reply because 
some govcrnnicpi departments reply with 
a postcard and sav, “the matter you have 
raised is under consideration.” That is a 
lie, it is not unJei consideration, nobody 
is taking the slightest notice of it and no 
one could care le^ s about what you have 
proposed or put forward. So let us wasli 
out these obviiuis lies and come to the 
actual time it takes to receive an intelli¬ 
gent reply from a department. If the delay 
is considerable, and in some countries it 
would be, it is not because the point is 
being discussed m solemn conclave by 
wise and good men who are wiestling with 
the problem. Nor is it because the depart¬ 
ment is overwhelmed with the business 
because we must remember, after all, that 
it would take us as long to do the work 
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next month as it would do this month. It 
is just the same thing. You postpone the 
decision, you arc not postponing the 
amount of work to be done. The delay is 
due above all to overstaffing and bad orga¬ 
nisation. But what is our remedy ? Now, 
of course, the obvious remedy at the 
moment is for every one in India to acquire 
and read and digest and memorise works 
published by myself in conjunction with a 
friend of mine in Bombay—one of them 
produced a few days ago called ‘The Rea¬ 
lities in Management'—^and this is obvio¬ 
usly the first step but it is not the sole 
sort of thing that we should indulge in. 

Use of Television 

And one idea that often occurs to me, 

I think, that we might make better use of 
television and radio. Why should we not 
have radio question time each evening at 
the same hour. We might ask, for exam¬ 
ple, why have I received no reply to my 
application of such a date and the depart¬ 
ment would be invited to reply and ex¬ 
plain why there was a delay and thus put 
the idle official into the witness-box. We 
use television and radio for entertainment 
Is not It the lime that wc put them to 
some practical use ? 

I began with the plea for decentralisa¬ 
tion and to this theme I return. So much 
lias been said to suggest that a less cen¬ 
tralised government would give better ser¬ 
vice to the individual but decentralisation 
should have another and possibly more 
important result. If the Central Oovem- 
menl were relieved of all responsibility 
for matters of mainly local interest, it 
would have time to consider at length and 
at leisure the mattcis which arc of natio¬ 
nal and international concern. Many legis¬ 
lators today arc appallingly overworked 
ovci-burdened, with a whole stream of 
necessary oi less necessary legislation, 
Theyaic quite unable to deal with the 
business that is laid before them. While 
time is wasted on nonsense, there are 
matters of moment deferred from one 
session to the next. Many decisions are 
taken on proposals which have been har¬ 
dly discussed and that by the way is how 
Britain came to adopt the metric system. 
1 am sure many people have wondered 
why Britain after sticking to 12 pence m 
the shilling for centuries, when every one 
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else was playing with decimals, finally 
chose to adopt the decimal system at 
more or Ic^s the exact moment when deci¬ 
mals have obviously become obsolete 1 
am sure every one heic realises that this 
is the world of the compuiei and no com¬ 
puter in the woi Id h is any interest in the 
decimals It is a sc'rious thought there 
when you think that decimils weic inven¬ 
ted by the Romans because thes were ob¬ 
sessed with the numbei 10 and they got 
to the number because they miscounted 
then lingers The fingers are actually 8 
as any Indian would know but the Romans 
thought It was 10 and they got obsessed 
with the numbcM K) and this is the back¬ 
ground of decimals v Inch wcic wished on 
us by the Ficneh Revolution Now, we 
have this beautiful situa<ion when the 
whole lot IS obviously washed out as ob¬ 
solete and that is the moment when Bi i- 
tain chooses to decimalise its coinage I 
do not know whether th s is tiag c oi 
funny but I leave it ft) yon to decide I 
may say and icmind ^ou that the sacied 
number in India is, of course, 8 and this 
comes by counting the fingtis right and 
realising that the thumbs .iic not lingers 
That bni gs sou to 8 and ^ is the s*icicd 
number, of couisc, in India b> tiadition 
It is a better numbci than 10 any way and 
It IS not quite as good a numbci as \2 

Lot of Nonsense 

Be that as it may, an awful lot of non¬ 
sense comes in and It is the result of over- 
ccntralisation, bad organisation, the over 
work which must result and the haste with 
which the wo*k is so often finally bungled 
Over-eentralisation means a congestion of 
business at the ecntie and this is a disease 
from which many eounlncsare sulfeiing 
There* is a cut rent and gi owing levolt 
against the picsent type ol democratic and 
moic or less socialist govcinmenl Politi¬ 
cians, 1 think, arc none t( o popular at the 
picsent time Pcihipsthc most cxtiaordi- 
nary featuies of the piesenl age is the 
contrast between out technical progress 
' and our political stagnation fhcie aic 
no new ideas seemingly in polities and the 
’ practice >o far from piogrcssmg is obvio¬ 
usly slipping back so lhat the woid ‘stag- 
! nation'is an undcistatement We have 
foigotten seemingly the earliest lessons 
1 Wc weie taught, as (or example, a sery 


early lesson In history which reads: never 
pay blackmail to any one. That is a per¬ 
fectly good precept which earlier people 
learnt at earlier peiiod of history It is 
still a good piinciple and one to be re¬ 
membered when the next case of hijacking 
comes to oui notice Never pay blackmail 
to any one and wc stick to that and we 
might say that if we do that at least we 
arc not slipping blackward but wc still 
lack progress and our problem at the 
moment seems to be not one of progress 
but one of survival 

Most Efficient 

Once 1 tried to discover which is the 
most efficient countiy in the world and 
1 set a sort of competition in which coun 
tries were judged on a purely arithmatic 
rest, the figures being piovidcd by their 
own returns made each year to the United 
Nations Of eouise, a test of efficiency 
excludes many other forms of excellence 
I was not testing musieal or poetic 
acJiicvemcnt 1 was testing tlficiency in 
adininistratjon and that can be measured 
It can be measured by life expectation, 
by crime statistics by the number of tra¬ 
ffic accidents, by the number of people 
Ill piison, by the numbers e>f policemen in 
relation to the population, the number 
of days lost by industrial disputes AH 
these add up to a picture of eftieiency or 
otherwise and I awarded the pri/c linally 
on, I repeal, arithmatic giounds, the 
fust pri/c to the Netherlands and I told 
this afterwards to Prince Bernhard who 
stditcd with surprise He could not ima¬ 
gine that the othei countries could be less 
efficient than his But they weic and the 
second country was Pinland judged by 
whatever test J was able to deploy I think 
that theawardage hcie of such an award 
would be rathei a good idea and I think 
that each year it might be rather good to 
have a wooden spoon or some other 
booby piize awarded to the countiy ihat 
comes out least efficient of the lot If 
some countiies would like to do some 
work in ordci to gam the top, other** 
might at least do some work to avoid being 
at the bottom. 

Ladies and gentlemen, I have spoken 
J think too long I have bared you sick 
and 1 think the least J can do is to explain 
to you why I am stopping at this point 


Well, I am stopping because of an expe- 
nence of only last year and the expe¬ 
rience comes from Brussel . In Brussels, 
patt cula ly, every one you meet is an ^ 
ambassador This is the common sort of 
occupation in Brussels and you can as¬ 
sume any one you meet is an ambassador 
till you hear otherwise. One such ambas¬ 
sador m Brussels was told one day that 
on the following Tuesday he will have a 
speech to make to the Chamber of Com¬ 
merce, the Rotary Club or some other 
body of opinion. He did what any great 
man does in the circumstances. He sent 
for a junior member of his staff and said, 

**l have a speech to make on Tuesday 
afternoon, write for me the speech*', and 
the young man, well trained, said, “Your' 
Excellency, how long should the speech 
be ?” And the ambassador said, “The 
speech should last one hour” One Tues¬ 
day morning the young man came back 
and presented the ambassador with a 
typed script and he said, “Your Excel¬ 
lency, here is your speech for this after¬ 
noon's meeting *’ And the ambassador 
put It in his pocket and went off to his 
meeting wheie the speech lasted two hours 
leaving both the speaker and the audience 
exhausted The ambassador came back 
to his embassy in lather a bad mood He 
sent for that young man and he said to 
him “And what do you mean by giving 
me a two-hour speech when I told you to 
provide me with a speech foi one hour.” 
The young man, white-faced and trembl¬ 
ing, said. “Your Excellency, it is a one- 
hour speech, I gave you two copies.” 
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HMTD sees none 

Our unbounded vision is trained deep into tite future. 
Tomorrow—heir to the solutions to today's problems. 

And HMTD tirelessly working to reach tho.m todayl 
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The Quiet Repeal of Corporate Tax 

V. Balasubramanian 


The PRrsiDiNf used 24 pens (to be given 
away as souvenirs to Republican faithfuls 
or cooperating Democrats), for putting 
his signatures on the economic recovery 
legislation. He may need more than as 
many arguments for dealing with the 
doubts which arc besieging his programme 
as obstinately as ever. The most worrying 
of them at the moment is about fiscal 
balance. Earlier this week, even as 
Reagan was conferring with his budget 
^ advisers on Federal spending cuts that may 
become necessary in fiscal 1983 and 1984 
for eliminating a deficit in and by the lat¬ 
ter year, his aides were being questioned 
about apprehensions within the adminis¬ 
tration that fiscal 1982 might close with a 
deficit larger by about S2() billion than 
fihdget Director Stockman’s goal of S42.5 
billion, thereby adding to the difficulties 
of the subsequent years. The President 
himself is manfully maintaining that the 
1982 deficit will stay where it has been 
ordered to, but a White House official 
has reluctantly conceded that there is an 
‘‘upward creep” in the deficit, although it 
may not be in the double digit range. 

Slashing Federal Spending 

Meanwhile. Stockman is making no 
secret of the fact that he is currently en¬ 
gaging himself in his toughest battle to- 
date for slashing Federal spending and 
thereby budget deficits. His redoubtable 
foe on the occasion is none other than 
Defence Secretary, Caspar Weinberger, 
who currently has the highest visibility 
among the members of the Cabinet be¬ 
cause of his key role in the major arms 
or other defence decisions now on the 
President’s agenda. Weinberger, moreover, 
has been enjoying the reputation of being 
one of the President’s most respected or 
trusted colleagues in the Cabinet, the 
other being Treasury Secretary, Donald 
Regan. 

All the same, Stockman cannot possibly 
avoid taking him on if his deficit slashing 
programme, which of course is part 
and parcel of the President’s own 
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economic and political philosophy, is to 
remain targetted on fiscal balance in 1984. 
He is reported to have made an hour-long 
presentation at a meeting with the Presi¬ 
dent (at which the Defence Secretary as 
well as high-level White House aides were 
present) urging cuts in the defence budget 
of the order of from tlO billion to $20 
billion as an alternative to the administra¬ 
tion proposing further reductions in social 
spending beyond the limits of Congressio¬ 
nal tolerance. Reagan’s reaction is yet to 
be disclosed, but it must clearly be related 


Small Talk from 
Washington 


to his judgement on some of the strategic 
weapon projects which the Defence Secre¬ 
tary is canvassing as essential to the ad¬ 
ministration’s aim of talking to the Soviet 
Union from a position of supeiiority in 
both nuclear and conventional aimament. 

Among the most anxious walcheis of 
the debate are the bankers and the money 
market pundits, who have at no time been 
much impressed with the administration’s 
claim that it will move the budget towards 
fiscal balance despite its commitment to 
big and continuous increases in defence 
spending. 1 hey see no justification for the 
high interest rates coming down unless 
there is less unceitainty about the level or 
pressure of Government borrowing being 
reduced. Indeed their pessimism about 
this is such that some economists on Wall 
Street have even been caught in the sole¬ 
cism of questioning the wisdom of the 
Reagan tax-cutting “spree”. The rot is no 
more than incipient yet, but the adminis¬ 
tration will have to take it into account 
in settling the current argument between 
Stockman and Weinberger on defence 
spending. 

Meanwhile, the wonderment over the 
Reagan tax levolution managed to retain 
most of its glow. As indeed it should. 
For, consider once again the bare facts. 
For the first time since taxation ceased to 


be simply a means of raising revenue for 
the bare needs of administration, a Go¬ 
vernment has come forward to act on the 
proposition that fiscal reforms need not 
remain a prisoner of criteria of progres¬ 
sive taxation in all circumstances. 

Unrepentanf Retort 

To the Democratic jibe that his tax 
reduction at a uniform rate gives more 
relief to the over-50,000 dollar inomes, 
the President’s unrepentant retort has 
been that relief has got to be proportio¬ 
nate to the amount of tax paid. Again, 
the American income-tax payer has been 
presented with an assurance by the Go¬ 
vernment that, over the next three fiscal 
years, his tax rate would go down by 25 
per cent through three regular reductions 
in the normal course. This kind of gua¬ 
ranteed stability in tax policy for a num¬ 
ber of years is an unprecedented develop¬ 
ment in fiscal history. Finally, starting 
from fiscal 1985, the American tax-payer 
will be insured against the inflation-indu¬ 
ced revages of the creeping tax-bracket^ 
by a scheme of indexation which will in¬ 
dex the tax-exempt base, the tax brackets 
and the rates for each bracket to move¬ 
ments in the consumer price index. Brazil 
has been practising indexation, but it is 
nevertheless a historic development when 
the US does it, given the world impor¬ 
tance of the American Scheme of things. 

These spectacular features have helped 
the income-tax changes to possess the 
centre of the stage of the Reagan tax¬ 
cutting programme. However, the chan¬ 
ges made in the taxation of corporate 
profits are no less significant. Indeed, tax 
analysts are characterising them as the 
beginning of the end of the corporation 
income tax. The main contents of busi¬ 
ness tax-relief may be briefiy noted for the 
purpose of this discussion: Faster write-oflf, 
of capital and expenditure over three, five 
and ten years for various kinds of equip¬ 
ment, while most buildings could be writ¬ 
ten off over 15 years; investment tax credit 
allowed at six per cetit for equipment with 
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Jjfe Hjj^to three years and at JO per cent 
for equipment with longer life; tax rate 
on corporate profits of up to $25,000 
^ reduced from 17 to 16 per cent in 1982 
and to 15 per cent in 1983 and on profits 
from $25,000 to $50,000 cut from 20 to 
19 per cent in 1982 and to 18 per cent in 
1983, with the rates for higher incomes 
left unchanged; and reductions in or 
exemptions from windfall profits tax for 
the oil industry in certain circumstances. 
A caption in The New York Times descri¬ 
bes the net efifect of these tax decisions as 
‘*the quiet repeal of the corporate income 
tax.” 

Solid Inference 

^ This is not a mere sensational headline, 
but the solid inference from the cold cal¬ 
culations of business economists and tax 
specialists. A Law professor with Trea¬ 
sury experience in the Carter administra¬ 
tion calls this tax legislation a movement 
towards “a zero or even negative tax on 
capiial.” An economist at the Conserva¬ 
tive think-tank, the American Enterprise 
Institute, suggests that the United States 
is heading towards a '^consumption tax 
on individual income, exempting savings 
and investment.” A tax expert with the 
Brookings Institution is persuaded that 
“there won’t be much left of the corporate 
tax, except for financial firms and some 
^consultant firms and others that use labour 
more intensively” and that so long as a 
firm keeps growing, there would be no 
corporate tax on new investments. 

The magnitude of the overall reduction 
in corporate taxes is estimated at $179 
billion over the next six years. Business 
taxes will be cut by nearly half over the 
next five years. This will reduce the share 
of all Federal taxes paid by corporations 
from 12.5 per cent today to seven per cent. 
Spectacular as this fall of the corporate 
tax is, it is still a great leap downward 
only in the wake of a historic declining 
trend. Thirty years ago. Uncle Sam drew 
one tax dollar in four by taxing business 
accounts. Today only one in ten comes 
from that source. The rate at which busi¬ 
ness-profit is being taxed has gone down 
yhy half in realistic terms since the early 
Fifties. 

Since 1979, the rate of Federal income- 
tax on corporate profits has been a flat 


46 per cent for incomes exceeding 
$50,000 a year, with investment tax credits 
depreciation allowances and a host of 
other reliefs or benefits combining to push 
down the effective tax rate to an average 
of about 28 per cent. Under the Reagan 
legislation, the effective rate is expected to 
decline to 14 per cent by 1986, although 
the statutory rate may remain unchanged 
at 46 per cent for profits exceeding 
$50,000. The receipts from corporate 
income tax contributed some $65 billion 
to the Fcdeml budget in 1980, about 12 
per cent of all tax revenues, or half of its 
share of 24 per cent in 1960. By 1986 they 
will be amounting to 10 per cent or less. 

Nevertheless, There is now a distinct 
break with the past in the philosophy of 
taxation. While the relative role of cor¬ 
porate income-taxation as a revenue-rais¬ 
ing measure was declining in these past 
years, the burden of the income-tax on 
individuals was ^Towing. Now that pres¬ 
sure is also going to be eased. The fiscal 
faith that inspires this strategy is that in¬ 
centives for the individual to save and 
invest must reinforce the capacity of cor¬ 
porations to save and invest and that, 
ultimately, il is the agglomeration of the 
personal decision^ of individuals on what 
they would do with their incomes that 
makes up the capital build-up in a com¬ 
munity and that it is the combined thrust 
of the personal decisions of those who 
have the larger incomes that will amount 
to most in this respect. This is the justifi¬ 


cation ofiened uncompromisingly by the I 
Reaganites for the logistics of the tax re-1 
duction which would direct some 35 per 9 
cent of the tax relief towards about that ) 
5.6 per cent of the population which has , 
incomes of $50,000 or more. J 

Over and above the gains from income- 
tax reductions, personal wealth will bene- | 
fit also from savings , incentives and more 
important still from reliefs in respect of 
estate or gift tax. Bequests or gifts bet¬ 
ween spouses have been totally freed from ' 
such imposts, while exemption limits have : 
been greatly liberalised for other catego¬ 
ries of gifts or transfers of estate, with i 
gifts for medical expenses or school tution i 
qualifying for exemption without any 
limit. Some tax analysts have concluded 
that these provisions will push the cstat^ 
and gift taxes into a Cheshire cat situatiw 
where only the grin would remain. In 
other words, it is not only the corporate 
tax which has been slated for a vanishing 
trick. 

Explaining the Reagan administration’s 
strategic planning of fiscal policies for the , 
Eighties, a Treasury Under Secretary dis¬ 
closes that '‘the assumption is that we ^ 
have developed a tax system that is injur- \ 
ing us.” He argues, “The system makes 
it relatively costly to save rather than 
consume, to take risks rather than not, « 
to work rather than not.” The President 
of the United States quite simply says that 1 
he has no use for this way of doing the | 
nation’s business. 
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In the Nation 


Trading with Stale Statistics 


Tub Fiii)i KAiioN of Indian Chambers of 
Commerce and Industry, in its export plan 
for 1981-82, recently submitted to the 
Commerce Ministry, has stressed the 
need for minimising the delay in releasing 
trade statistics, it has pointed out that 
the time-lag at present is as much as 15 
months for commodity-wise trade statis¬ 
tics to become available. This severely 
handicaps both the Ooveinment and 
industry especially while negotiating with 
^ foreign countries. The FICCI has revealed 
that far less developed countries than 
India have more up-to-date foreign trade 
statistics. They have a gap of only two 
to three months as compared with 15 to 
20 months in India. It has therefore 
suggested that in India efforts should be 
, made to release trade data within three 
months. 

This problem has been persisting for 
the last several years and it seems sur¬ 
prising indeed that the Commerce 
Ministry has not handled it with sufficient 
seriousness and urgency even when the 
balance of payments position has come 
under severe strain, export promotion 
has to be pursued with the utmost vigour, 
and imports have to be made on the 
most favourable terms. The Commerce 
Ministry should have taken the initiative 
; in improving this situation long ago 
instead of being reminded about it by 
' the FICCI. 

Computer Controversy 

Meanwhile, according to a report pub¬ 
lished in the / conomic Times of July 24, 
the West Bengal Government has opposed 
the Centre's proposal to mstal a com¬ 
puter in the oificc of the Director-General 
j ol (\>nunLTCial Intelligence and Statistics 
} in C alcutla The report said that the 
; Stale Government had declared its firm 
i opposition to this scheme even though 
; it has been assured that it will not result 
j in any icticnchment of staff. The 
report added that there had been occa- 
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sions when the Government of India had 
to depend on the statistics furnished by 
foreign delegations. 

But it is not clear from the report of 
the Economic Times as to how the West 
Bengal Government comes into the 
picture. If New Delhi feels that com¬ 
puterisation is necessary in the office of 
the Director-General of Commercial 
Intelligence & Statistics in Calcutta, what 
prevents it from enforcing its decision, 
irrespective of the opposition of the 
Government of West Bengal ? If West 
Bengal is really obstructing the move, the 
Commerce Ministry should have referred 
the matter to the Prime Minister and 
taken appropriate action instead of 
allowing this situation to drift 

It is true that the Government of West 
Bengal has not been keen about export 


R. J. Venkateswaran writes 
from Calcutta 


promotion. Mr Jyoti Basu and Dr 
Ashok Mitra have often said that the 
present export policy of the Government 
of India is not in the best interests of 
the country. At the recent meeting of 
23 economists, convened by the Govern¬ 
ment of West Bengal, export promotion 
hardly received any attention. But, at 
the same lime, the Government of West 
Bengal has constituted a task force to 
set up a World Trade Centre in Calcutta, 
which has been sponsored by the Indian 
Chamber of Commerce. Does it not 
look odd that while the State Government 
wants to set up a World Trade Centre 
in Calcutta, it does not favour the instal¬ 
lation of a computer in order to enable 
the Government of India to equip itself 
with upto-date data on foreign trade ? 

Wc should reduce the time-lag in 
getting the latest statistics not merely in 
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respect of India’s foreign trade but also 
of production in industry and agriculture 
as well as various other sectors of the 
economy. The Government of India 
and the Planning Commission therefore 
should take appropriate measures in this 
direction by enlisting the full cooperation 
of State Governments, the private sector 
and others engaged in major economic 
activities. 


Export Without 
Power 


On lur occasion of the silver jubilee of 
the Engineering Export Promotion Coun¬ 
cil, held recently, an assessment was 
made about the achievements in the 
field of exports of the eastern region. The 
Chairman of the Eastern Region of the 
Council, Mr M.D. Jindal, referred to the 
impressive progress of the industries in 
this area in promoting the export of va¬ 
rious kinds of engineering goods not 
merely to the countries of Asia and Africa 
but even to the distant markets of the 
world. He said that industrial fasteners, 
sanitary and industrial castings, fencing 
materials and structurals had been ex¬ 
ported to the countries of Europe and 
America. Besides, railway wagons, in¬ 
dustrial plants and machinery and trans¬ 
mission line towers had also been export¬ 
ed to many neighbouring nations. The 
export of engineering goods from the 
eastern region increased from Rs 90.63 
crorcs in 1979*80 to Rs 137.47 crores in 
1980-81. These achievements are, indeed, 
commendable but what are the prospects 
of reaching the target ofRs 500 crores 
with a 25 per cent growth rate annually 
for the period ending 1984-85, which has 
been fixed by the Council ? 

Mr Jindal did not deal with the prob- 
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lems faced by the engineering industries 
in the eastern region in stepping up their 
exports. He referred to the huge under- 
utilisation of capacity existing in the in¬ 
dustries in this region. Hut what steps 
arc being taken to remedy this situation ? 
In what manner is the acute power short¬ 
age in West Bengal affecting the produc¬ 
tion and export of engineering goods ? 
From the middle of August this year the 
supply of power in the Stale deteriorated 
alarmingly and the Government had once 
again to impose severe restrictions on the 
consumption of power by industries in 
order to augment supply to the domestic 
consumers. The fact that all the four 
units in Santaldih had to be closed down 
^recently for some days on account of the 
lack of fuel and coal glaringly brings out 
the gross mismanagement of the power 
problem. 

The Fngineering Export Promotion 
Council therefore should examine to 
what extent the uncertainty about the 
availability of power is standing in 
the way i>f augmenting production as 
well as exports. How many engineering 
units have set up captive generating sets 
and to what extent these have enabled 
them to overcome the shortage of power ? 
How far has the cost of production of 
these units gone up and what has been 
^the impact on their competitiveness in 
foreign markets? It is necessary to exa¬ 
mine these and other related issues in de¬ 
tail and take cITectivc and appropriate 
measures so that the engineering industry 
can look forward with confidence to play 
its role in export promotion. 


Modftrnlsation Plan 




Recently, the eastern region of the 
Council held a seminar in Calcutta, at 
which Dr Charanjit Chanana, the Union 
Minister of State for Industry, revealed 
that the Government of India would con¬ 
sider expeditiously and sympathetically 
the modernisation plans of the small-scale 
units and that all assistance would be 
given to them by his Mini.slry, Mr Jindal 
sail that the Council was now engaged 
in identifying the units which requir¬ 
ed the modernisation of their plants and 
equipment in order to compete in the 
international markets. But even after 
completing this identification, how far 


will the small units be able to implement 
their modernisation schemes since a large 
number of them continue to suffer from 
chronic sickness due to various reasons ? 
The immediate problem of industries in 
West Bengal -large, medium and small— 
is how to prevent their expensive machi¬ 
nery and equipment being damaged be¬ 
cause of the sudden and extensive load 
shedding. 

According to Mr Jindal, the eastern 
region covers the Slates of Assam, Bihar. 
Orissa, West Bengal, Manipur, Tripura, 
Arunachal Pradesh, Mi/oramand Megha¬ 
laya. But most of the exports of engi- 
neciing goods o( this region originate 
from West Bengal What is the C ouncil 
doing to assist the industries in other 
States of this region to find export mar¬ 
kets for their products ? 


Haryana Woos 
Entrepreneurs 


Wi MI IIS agriculuiral sector having already 
undergone great ihinsformation and grow¬ 
ing mechanisiition leaving only limited 
potential for fuithci absorption of man¬ 
power in this primary economic activity, 
Flaryana has enibaikcd upon an ambitious 
programme of industrialisation for creat¬ 
ing new job opportunities. The State 
Chief Minister, Mr Bhajan Lai, visited 
the United Kingdom, the United States 
and Canada early ihis month to inculcate 
inteiesl among non-resident Indians ft)r 
setting up indiisfrics in Haryana. Hoping 
to secure proiecl*' worth over Rs 250 cro- 
rcs from this souice, not only has he pro¬ 
posed streamlining of Governmental pro¬ 
cedures but also lescrved for non-resident 
Indians 20 per Leiil of the facilities being 
created in new industrial estates. Reser¬ 
vation is also envisaged to be provided m 
the new rcsiucntial areas that are being 
developed. 

Haryana is developing new industrial 
complexes on the national as well as State 
highways, particularly m the vicinity of 
the national capital at Delhi and the State 
capital at Chandigarh. Within a redius of 
70 kms around Delhi are being developed 


industrial growth centres at Dhundahera 
(adjacent to Palam airport), Gurgaon, 
1 aridabad, Rozkamco, Bahadurgarh, 
Kundli, Sonepat and Dharuhera. Kuruk- 
shetra, the ancient township, is being 
developed on the GT road. An industrial 
complex is being put up seven kms from 
Chandigarh at Pinjorc. The proximity of 
the complexes to Delhi and C^handigarh 
ensures easy marketability of products 
and access to input supplies to entrepre¬ 
neurs. 


Attractive Concessions 

The State Government provides attrac¬ 
tive concessions and incentives for the 
units to be located at the above centres, 
some of which arc centrally notified back¬ 
ward arcus and some State notified such 
areas where there is an entitlement of 15 
per cent subsidy on fixed assets up to a 
maximum of Rs 15 lakh.s. The centrally 
declared notified areas in Haiyana include 
Mohindergarh district Bhiwani district 
and part of Hissar and Jind districts. The 
State Ciovcrnment on its own has declared 
Mewat as the backward area, comprising 
Nuh, Punhana and lero/.cpur Jhirka 
blocks of Gurgaon and flathin block of 
Faridabad district 

Besides the subsidy on capital account 
in these backward areas, the concessions 
provided to industrial umis -.small, me¬ 
dium and large-scale include ; (i) equity 
participation and underwriting of share 
capital; (ii) provision of financial assis¬ 
tance, including seed money, on low rates 
of interest; (lii) subsidy for purchasing 
generating sets; (iv) interest subsidy for 
the technically qualified unemployed en¬ 
trepreneurs: (v) subsidy foi the prepara¬ 
tion of feasibility icports up to 50 per 
cent if they are got prepared from an ap¬ 
proved agency; (vi) interest free loans in 
lieu of intu-Stale sales lax recoverable 
after five years, (vii) 20 per cent income 
tax remission foi newly ostablished indus¬ 
trial undertakings in backward areas for 
a period of 10 ycais, (viii) exemptions 
from clcctriLity duty, levy on self-genera¬ 
ted power, octroi on capital equipment, 
building materials, raw materials and fini¬ 
shed goods for periods ranging from three 
to seven years; and (ix) exemption from 
salcs-purchasc tax for two years in the 
rural areas on investment over Rs 2 lakhs. 
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The units in ihc rural areas with invest¬ 
ments not exceeding Rs 2 lakhs arc also 
provided additional uliocation of scarces 
and controlled raw materials. Price pre¬ 
ference Jii governmental purchase is pro¬ 
vided from ti\c tu 20 pei cent depending 
* on the scale of production of industrial 
ventures. 

». A specral ^igency, to be known as Har¬ 
yana Slate InlVastnicturc Development 
Corporation, is to be set up shortly. It 
will make available fully developed indus¬ 
trial sheds/plots for starling industiial 
ventures. A committee under the chair¬ 
manship of the Chief Secretary to the 
State will render all assistance to non¬ 
resident Indians in securing within 30 days 
all the necessary permissions required for 
setting up an industrial unit. This “one 
window SCI vice” is being created to ob¬ 
viate non-resident Indian entieprcncurs 
from running to various agencies for their 
requirements. Similar streamlining of 
administrative procedures is also to be 
effected for domestic entrepreneurs. 

I Nearly 2,0(K) MW capacity is to be 
^ added during the curicnt Plan period, 
this will cnsuie I's per cent growth in 
generation pci annum, suflieicnl for the 
' power requirements of the State, including 
those of the new units planned to be set 
! up. This annual addition to capacity will 
k be approximately ^0 pei cent more than 
^ the all-lndia average. 

Non-Resident Interest 

Non-resident Indians arc stated to have 
1 shown inlciesl insetting up units to 
manufacture vaiious electronics items, 
Sif micio-compiiiers and semi-conductor 
devices, auto parts, water meters, plastic 
I goods, pharmaceuticals, electro medical 
; equipment, fertilisers, paper, textiles, etc. 
V High technology printing is another field 
5({ in which inteicst has been evinced. 

; The Slate (jovernment, through a study 
^ conducted rccciUh, has as well identified 
{' new areas of iridusliial activity in the State 
' utilising agricultuidl products and crop 
I residues as bye-products. The units that 
can be set up based on these materials 
I I include Laid board, cement; resin bonded 
j board; paper yeast, ehcmrcals; mineral 
F wool, spinning units, cellulose dciivalivcs 
jf like cellulose nitiate, urea, foinialdehyde 
jd moulding compound, high protein cotton¬ 


seed flour, cattle and poultry feed; guar 
gum powder and derivatives; Vitamin E 
concentrate; malted food and pharma¬ 
ceutical syrups, brewery products; preser¬ 
ved food and fruit juices of olio resin 
(from red chillies), corn products, etc. 
Biomass available in the State can yield 
some industrial units in the chemicals 
held. 


AP; Big Thrust on 
Power Front 


A n w weeks ago I wrote on the signifi¬ 
cant progress being made by Andhia 
Pradesh in the matter of industrial deve¬ 
lopment. 1 refcircd to the momentum 
provided to industrialization by the 
active and prompt services icndercd by 
development corporations like the State 
1 inancial Corporation and the State In¬ 
dustrial Development Corporation. 

Of course these arc based on the 
remarkable improvement that has been 
brought about on the power front. Till 
about 1974 the State despite its rich 
hydel and thermal potential, had been 
making slow progress in the matter of 
additions to capacities. The large hydro 
electric proiccts at Nagarjunasagar, 
Lowci Silcru and Srisailam linked with 
irrigation schemes, were taking an enor¬ 
mously long time for completion of 
over fifteen years; for want of minor 
linkages, the potential remained untapped, 
as for instance, the Nagarjunasagar Dam 
was holding vast quantities of water. The 
lead to the power station had also been 
laid, but little work was done to instal 
the turbines to generate power. The 
cost involved was so modest that it could 
have been paid back in less than two 
years of continuous working. The State 
also has enoimous reserves of coa! and 
can suppor t several large pithead thermal 
stations. Even here the growth had been 
slow and halting. 

A large pit-head thermal station was 
planned at Kothagudam to a total capa¬ 
city of 680 MW. But these four units 
each of llOMWm line with several 
other units initially supplied by BHEL 


did not perform to optimum levels of 
capacity. Thus at the end of 1974, 
installed capacity of the State grid was 
only 668 MW and even this could not be 
operated to reliable levels. 

In 1974 the State invited Dr. N. Tata 
Rao, the then Member (Thermal) of the 
Central Water and Power Commission to 
head the State Electricity Boaid. 
Dr. Tata Rao brought with him rich 
experience of power systems in India 
and abuiad. Over two decades ago, he 
helped set up a pithead thermal station 
at Korba in Madhya Pradesh when he 
was working for the Madhya Pradesh 
State Electricity Board. Incidentally 
Korba continues to be one of the best 
operated power stations in the country 
to this day ft has its own system of 
railways for the movement of coal. 

The progress made since 1974 has 
been spectacular. Dr Tata Rao is a rare 
combination of a tcchnocial with a keen 
commercial sense. He set about this 
task in a three pronged drive, maximising 
utilization of existing capacilv, quickly 
activating the potential that is already 
developed and also planning for sizeable 


S. Viswanathan writes 
from Madras 


additions. Thus he could get better 
output from Kothagudcni and Rama- 
gundani stations by better opeiational 
and maintenance schedules; he could 
speed up completion of the Lower 
Silcru which got stuck and also arrange 
for installation of the turbines at Nagar¬ 
junasagar; and could get the work 
started in good time for a new thermal 
station at Vijayawada. 

The results arc gratifying. In just seven 
years installed capacity shot up from the 
668 MW to 2298 MW. The State has 
nearly two lakhs kilometres of trans¬ 
mission lines which cater for the needs of 
24 lakh consumers. It has energised 
4.5 lakh pumpsets and is racing ahead 
with the plan of rural electrification. 

The thermal station at Vijayawada 
provides the best example of this change 
that has been brought about by the State 
Electricity Board. Two 210 MW units 
have been set up at Vijayawada in less 
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than four years. What is more impor- 
tanl» the two units arc operating to high 
levels of capacity almost right from the 
beginning of their commissioning. In a 
recent visit, I found the units each 
generating to a capacity of 195 MW, 
and this has been consistent; in the iirst 
quarter April-June the station generated 
720 million units. 

Dr Tala Rao and his team had put 
forth strenuous efforts in developing 
Vijayawada into a model power station. 
They have laid the maximum stress on 
reliability of supply. They had waged 
several battles with equipment suppliers 
to make them agree to change their 
conventional designs' they would not 
just be sold on the assurances of these 
suppliers on the capacities of the various 
equipment. Dr Tata Rao had learnt, at 
high cost, the havoc c«iused by the diflc- 
renecs between capacities claimed and 
what^wcic really available. 

Often It was found that foi Indian 
opcrdtinp conditnins with the types of 
coal used, theie was considerable short¬ 
fall between capacities theoretically as¬ 
sumed and actually available. For 
instance, against the specilication of the 
equipment supplieis of 8000 hours of life 
for the lolleis in the coal mills, availabi¬ 
lity was |ust foi around 4000 houis. 

J)i Tata Rao was well aware of this 
piobicm especially in the auxiliary ser¬ 
vices He took enormous caie in pro¬ 
viding foi sullicicnt excess capacity in 
coal handling, water treatment, ash 
handling and other areas Most impoi- 
tant, he bestowed care on installing a 
reliable instiumcntation system. This 
naturally provided for enough time for 

t ^ 
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the operating personnel to concentrate 
on the main job of generation without 
distraction of their attention on auxi¬ 
liaries. The few crorcs of rupees spent 
on providing this tushion were well-worth 
as has been proved by the consistent 
good performance of the station. At an 
average generation of 8 million units per 
day, the value of production, at even 
25 paise per KWH of power is Rs 20 
lakhs per day. Reliability of generation 
at this level is possible thanl^s to the 
attention paid to providing foi sufi'icicnt 
capacities all around. 

Vijayawada is also a good model 
power station for its novel lay out, for 
instance, in pushing the coal mills away 
from the gencialois. For the liberal space 
provided in between for attending to 
maintenance and most important foi the 
attention bestowed on controlling pollu¬ 
tion. The Board spent nearly Rs 2 crores 
on installing ann-pollution devices like 
electrostatic precipitators to ensure that 
almost clean steam is let out into the 
atmosphere. Looking at the tall 180 
metre chimney, one could haidly discern 
any smoke coming out. ft looked quite 
a contrast ti» the Indraprastha thermal 
station in the heart of Delhi belching 
dense continuous streams of smoke. 

Economical Establishment 

The Board also manages the station 
with a compact stalF of )ust 500; a good 
poition of this W, aie engineers and 
supervisory personnel. Manpowci emp¬ 
loyed at Viiav.iwada is about the most 
economical I or any power .station in 
India. 

The station has the first track hopper 
system foi unh>ading coal. A whole rake 
length of bottom, opening track hoppeis 
has been l.iid. This can release an entire 
rake of wagoiv m just 15 minutes But 
unfortunatclv, the Railways are not pro¬ 
viding for bottom opening wagons. It 
was distressing to see such sophisticated 
facilities n-niaining idle and the cemven- 
tional methods of unloading coal with 
aJl the wastages continuing. 

Compared to Tamil Nadu and 
Karnataka, Andhra Pradesh is comfort¬ 
ably surplus m its power requirement and 
has been able to spare a portion of this 
to these powci hungry neigljbouis. The 


Board is executing a number of hydel 
projects which will contribute to hand¬ 
some additions to capacity By March 
1985, mstalJcd capacity is expected to 
increase to 3882 MW: a near six-fold 
increase in just about ten years. 


Growing Bigger with 
Low Profits 


Tin Dr PARI Ml NT of Company Affairs , 
has come out with the figures relating to 
the assets, turnover and pic-tax profits of 
114 MRTP houses. These figures show 
that the assets of these houses, on Decem- 
bc31, 1979 where Rs 12,456 8 crores 
conipaicd to Rs 10,739 7 crorcs fin the 
case of 108 houses) at the end of Decem- \ 
her, 1978 I able I (p.4l6) gives the figures 
for these houses foi 1976, 1978 and 1979. 

It also shows the percentage increases dur¬ 
ing these years ^ 

Table 11 (p 416) show's pre-tax profit as' 
a percentage ol assets as well as a percent- j 
age of tiiinovcr. It is a s.id picluie indeed! 
that emerges Pre-tax profits as a percen¬ 
tage of turnovci are abysmally low. With 
nearly half of profits being taxed away 
the picture relating to posi-lax profit! 
would appear to be even moic gloomy. 

T.arscn and Toubro head the list with. 

11.76 per cent followed bv Mafatlal at 
7.7 per cent Next come Hindustan Lever j 
at 7 73 per cent followed by the Iiousc of! 
Birlas .it 7 43 per cent Profit as a percen¬ 
tage of tu I novel foi the T,itas is imly 5.32 
per cent, which undoubtedly rcficcts the 
result of controlled prices m steel. The 
recent decontrol ought to make figure for 
the Tatu\ more cheerful. 

I or capital intensive companies such 
as Tatas, 1 .irsen and Toubro, ICI and 
othcis, profit as the peiccntage of the! 
turnovci ought to be in the legion of 20 
per cent. As it happens, ntmc of these 
companies aie anywhere near tins figure. 

Of couisfA it must be lemcmbered that 

1979 was not a particularly bright year 
for industry but with the recent upswing 
in industrial production 1981 should tun: 
out to he much belter. How much betten 
only time will show. i 
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TabibI 

Assets of MRTP Houses 


Name of the flou-'C 


Assets (In Rs crorc) 



Percentage increase in 


1976 

J978 


1979 

1978 over 1976 

1979 over 1978 

Birla 

974.63 

1171.15 


1,309.99 


20.2 

11.85 

Tata 

980.77 

1102.11 


1 309.38 


12.4 

18.80 

Mafatial 

256.54 

317.86 


371.06 


23.9 

16.73 

.l.K. Singhaniu 

241.23 

299 57 


352.53 


24.2 

17 67 

Thapar 

202.24 

244.06 


291.01 


20.7 

19.23 

Id 

198.99 

228.7^ 


235 55 


14.9 

2.98 

Bangur 

195.35 

220.86 


244 20 


13.1 

10.56 

Shri Rain 

171.70 

204.79 


208.65 


19.3 

1.88 

Oil India 

203.59 

203 24 


211 27 


0.3 

3.95 

Scindia 

177 08 

202.81 


205 95 


14.5 

1.54 

l^rscn and Toiibro 

147.74 

194.51 


185 48 


31.7 

—4.65 

ACC 

160.21 

186 62 


211.96 


16.5 

13.57 

Bhiwandiwala 

166.43 

178.38 


168.17 


7.2 

—5.8 

Kiilosl^ar 

152.47 

176.21 


191 91 


15 6 

8.88 

Hindustan Lever 

122.51 

157.15 


187.80 


28.3 

19.5 

Chowgule 

80 51 

149.96 


172 59 


87 1 

15.09 

Kasturbliai J albhai 

109.63 

140.00 


165.98 


27.7 

18,55 

Modi 

117.79 

134.72 


177.08 


14.4 

31.44 

Bajaj 

101.51 

123.07 


I6I.M 


21 2 

31.31 



Taim I 

II 






Pre-Tax and Post-Tax Profits of MRTP Houses"' 



Name of the House 

Assets 

Proht 

Paid-up 


1 ui novel 

Pre-tax profit 

Pre-tax profit 



before 

capital 



as % of assets 

as of 



tax 





turnover 



(In Rs croie) 





Birla 

1 ^09 99 

121.02 

156 19 


1627.79 

9.2 

7.43 

Tata 

1309.38 

91.63 

182.42 


1720.25 

6.9 

5.32 

Mahttlal 

371.06 

.39 86 

61.99 


516 08 

10.74 

7.7 

J.K Singhania 

352.53 

13 12 

49.87 


391.33 

3.72 

3.35 

Thapar 

291.01 

24.41 

44.30 


442.46 

8.38 

5.51 

Sill abhai 

249.52 

17.53 

20.10 


3.34.27 

7 02 

5.24 

Bangui 

244 20 

14.71 

35.47 


372.97 

6.02 

3.94 

Kl 

235.55 

29 82 

57.36 


.352.45 

12.65 

8.46 

A.C C. 

211.96 

14 7? 

38.43 


199.30 

6.94 

7.38 

Oil India 

211.27 

13.96 

33.93 


435.05 

6.60 

3.20 

Shu Ram 

208 05 

16.16 

28.60 


.385 23 

7.74 

4.19 

Scindia 

205.9> 

( >9.85 

19.27 


88 05 

( )4.78 

(- )II.18 

Kirloskai 

191.91 

12.35 

29.44 


229 46 

6.43 

5.38 

Hindustan Lever 

187 80 

32.75 

33.52 


42.3.41 

17.43 

7.73 

1 arsen and 1 oubro 

185.48 

22.47 

26.31 


190.94 

12 11 

11.76 

Modi 

177.08 

14.66 

21.88 


345.26 

8.27 

4.24 

Ch4>wgulc 

172.59 

(-12 66 

22.56 


43.26 

(-)1.54 

(-)6.14 

j Bajaj 

168 61 

14.35 

23.08 


211.86 

8.51 

6.77 

BhivvandiNvala 

168 17 

(-)0S4 

15.97 


64.61 

(—)0.49 

(-)1.30 

Kastuibhai 1 albhai 

165.98 

22.94 

20.93 


230.53 

138 

9.95 


•All figures arc as of 31.12.1979 
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Window on the World 


i 


European 


Turnaround ? 


EuROPiiAN ECONOMIC recovcry has been 
delayed. Earlier this year it appeared 
that most European economics would 
have turned around by mid-summer. But 
mid-summer has arrived, and prospects 
now arc that Europe as a whole will not 
show positive economic growth before the 
fourth quarter. The course of recovery 
the current recession- now five 
quarters old —will be shallow in its initial 
stages, with the pace of growth not be¬ 
coming robust much before next summer. 
Nonetheless, the bclow-trcnd increases in 
real output projected for 1982 on a year- 
over-year basis give something of a distor¬ 
ted picture. Measured from the fourth 
quarter of 19S1 to fouith-quarter 1982, 
real output in Europe seems likely to 
increase at something like a four per cent 
rate. 

The major economies are relatively un¬ 
synchronised. France is widely expected 
to lead the rest of Europe, but the elFecls 
of the reflationary fiscal and wage policies 
j'f the Mitterrand Government may prove 
to be largely offset in the short run by a 
plunge in business investment and further 
reductions in inventories. The outlook for 
West Germany is even more uncertain. 
Foreign orders have surged since the 
autumn of 1980, and the growth of net 
exports has been sufficient to keep real 
GNP roughly stable over the first half of 
1981 in spite of declines in virtually every 
component of real domestic demand. 


High Inventories 

Nonetheless, inventories remain very 
high, private consumption demand is likely 
to be flat or declining in real terms through 
year-end, and construction remains extre¬ 
mely depressed. 

The UK growth outlook continues 
yiisappointing, although the long 
'Contraction of the British economy 
should come to an end this summer as 
inventory depletion ends. Italy appears 
likely to be the slowest to recover. The 


Italian economy is currently extremely 
weak because of the tight credit condi¬ 
tions made necessary by a worsened 
balance of payments earlier this year. 
Pro.spccts for signficant growth next year 
depend on a strong export recovery. 

A major cause of this delay in recovery 
of the European economies is the restric¬ 
tive monetary policies adopted by Euro¬ 
pean monetary authorities in response 
to renewed dollar strength. Given the 
prospect of no relaxation in the current 
thrust of US monetary policy— and the 
concern of most 1 uropean policymakers 
with preventing a resurgence of inflation— 
a general shift to markedly more expansive 
policies in Europe <loes not appear likely 
next year. This implies that recovery in 
Europe will be relatively slow lo acquire 
momentum. Rul it would also seem to 
imply that the ice(»very will be more 
duiable. 

International Finance 


Has Japan Opened Its 
Market to Imports ? 


There ixisis the persistent criticism tlial 
Japan is a closed market. Is this true 
and what is the true situation of the 
Japanese market? 

Comparative studies show that liberali- 
.sition of the Japanese market made 
rapid progress in I97()s, and it seems 
only fair to conclude that today the 
Japanese market is fully comparable to 
the American and European markets in 
its degree of openness. 

For instance Japan has the lowest 
average tariff on industrial products 
under the M l N accord, i.c., three per cent 
compared with four per cent of the US and 
five per cent of the EC. In regard lo the 
number of industrial products involving 


residual import restrictions, Japan main¬ 
tains only five items, while France has 27, 
and the United States six. 

But the perception, though outdated, 
appears to persist abroad that Japan is a 
clo.sed market. This is because in the 
1970s and 1960s Japan was a highly- 
protected and closed market, and this 
historical fact has permeated the thinking 
abroad and remains persistent despite the 
fact that liberalisation of the Japanese 
market has progressed markedly there¬ 
after. 

Lowest Tariffs 

As a result of the Tokyo Round accord, 
Japan now has one of the lowest tariff 
schedules among the major industrial 
nations. Taking industrial products as 
an example, Japan’s tariff' is 3.0 per cent 
on the average after the full implementa¬ 
tion of the Tokyo Round, compared with 
4.9 per cent for the EC and 4.2 per cent 
for the US. 

Japanese tariff rates on agricultural 
products arc higher than those on indus¬ 
trial goods, standirigut 8.6 per cent. This 
rate is much higher than the 2.9 per cent 
of the United Stales, but is remarkably low 
in comparison with the 12.3 percent of 
the 1C. The Japanese tariff rale is 5.0 
per cent when it comes to the combined 
average of industrial and agricultural 
products as against 4.0 per cent for the 
US and 6.6 per cent for the EC\ 

These com pari .sons show that Japan’s 
tariff level is as low as the US and the 
EC. There arc some specific goods, of 
course, whose tariff rates arc higher than 
other countries. But the same is true with 
any other country. It is only fair to say 
that further efl< »rts are required to reduce 
tariff rales on each specific item on a 
reciprocal basis. 

If Japan is not to be blamed in the 
area of tariffs, as described above, she 
often faces criticism in the field of non- 
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Official Five-Year Forecast for the USA 

The Reai^an Administration forecasts a significant improvement in US 
economic performance over the next five years (sec tabic below). The 
growth of^^reaV" GNP is expected to average 4\ per cent over the 1982-86 
period—consiclerably faster than the 3^ per cent average growth over the 
preceding five vears. Inflation is anticipated to be below 5 per cent by 1983, 
and a sharp reduction ts also expected in market interest rates. Moreover^ 
the unemployment rate is seen dipphu* below 6per cent, and the budget of 
the Federal Government is piojected to be in balance by the 1984 fiscal year. 

Supply-side tax policy is to play a critical but not exclusive role in gene¬ 
rating this sia cess story, Tight monetary policy, regulatory relief, and 
control over government spending are also stressed as essential ingiedients 
of the Reagan strategx. 



m2 

198^^ 

1984 

1985 

7986 

GNP growth ("„) 

3.4 

5~() 

4.5 

42 

4 2 

Consummer prices (",0 

7 0 

5 7 

5 2 

4 6 

4.2 

Unemployment Rate (*’„) 

7.3 

6.6 

6.2 

5 8 

5 5 

Interest Rates: 

Three-month Tteasury Ivlls ( 

10 5 

7.5 

6.8 

6 0 

5.5 

Budget surplus or deficit (billions 
of dollars) 

-42.5 

22.9 

0 5 

5 8 

28 2 


Note: Real growth and lonsumer prices are yeai-ovei-year percentage 
changes Unemployment and interest rates are average levels Budget figures 
are for fiscal vears. 

Source: Midscssion Review of the 1982 Budget, Office of Management and 
Budget, July 15, I OS I 


tariff barriers (NTB). The term non-lariff 
barriers covers a wide area. 

Category-wise, NTBs can be roughly 
divided into inipori legulalions in terms 
of quotas and othci barriers. As to quota 
regulations, the reality is that each 
country imposes import restrictions on 
certain specific items in the form of 
“residual import restrictions” although 
this measure is in violation of GATT. 

In the case of .lapan, 109 items were 
subject to impel 1 restrictions in 1970 in 
the form of residual import restiictions. 
But the number of icstrictcd items 
reduced to 30 in 1972, eventually drop¬ 
ping to 27 as of 1981 as a result of the 
rapid progicss m liberalisation made m 
the early 1970s 

Some countries in the I C still hold a 
fairly large number of items subject to 
discriminatoiy import restrictions ex¬ 
clusively against Japan, with their number 
totalling f>7 in the cntiie hC aica 

As far as industrial products arc con¬ 
cerned, Japan has only live items on its 
list of lesidual impoit restrictions, in¬ 
cluding four leather products and coal. 
In comparison with other major indus¬ 
trial countries, Japan has fewer restricted 
items than the GS with six, the Federal 
Republic of Germany with II, trance 
with 27, although she has more than the 
UK which has just tv\o items on the list. 

It is fair to conclude from these com¬ 
parisons that Japan is no worse than 
any other 01 GO coiintiy in the number 
of Items subject to icsulual imi'iorl ics- 
trictions. 


Pakistan’s Population 
Grows at 3 per cent 


Till iiNDiNoso! Pakistan’s tirst compre¬ 
hensive cnumeiation of the people, com¬ 
pleted in mid-March this yeai, spiings 
some surprises and also cives use to 
some anxieties 1 he counting of houses 
had preceded the eounlmg ol population 
The Secrcldiy, Statistics Division, Pede- 
ral Ministry ol Fmanic, Mr Munir 
Husain, candidly inlormcd a press con¬ 
ference on July 29 in Islamabad that the 
rate of growth m Pakistan’s population 
had gone beyond earlier estimates il 


averaged 3 pci cent per annum instead 
of 2 9S per cent estimated car/ier. Pakis¬ 
tan Jxonomic Survey 1980-81, a Govein- 
nient publication, had estimated the 
countiy's population to be 82^9 million 
as on .lanuary I, 1981. This has proved 
to be wrong The population li*is gone 
beyond 83 million and, to be exact, stands 
at 83,782,000 This is as much as 
18,473,000 more thin in 197? ic an in¬ 
crease of over 18 million 

The other interesting features of the 
1981 grand count arc as follows: 

Baluchistan’s population has now been 
found to be 4 3 million as against the 
cironcous belief that it did not go beyond 
2.8 million Baluchistan’s recent popu¬ 
lation IS 77 23 per cent more than the 
1972 figure It is remarkable I hat all the 
far-flung areas and sparsely populated 
hamlets of the province have been cover¬ 
ed The point to be noted is that the 
figure of 4 3 million docs not include 
the Afghan refugees who have taken shel¬ 
ter in Baluchistan Indeed, the Afghan 
refugees have been excluded on a country¬ 


wide basis, because, as oliicially explain¬ 
ed. ‘They were being counted and re¬ 
counted day-by-day” by Ihc CJovcrn- 
ment agencies concerned As is obvious, 
the members of the diplomatic missions 
resiiling in Pakistan have also been left 
out 

On the contiary, Pak nationals abroad 
(i e Overseas Pakistanis) had a stiong 
ease to be coiinied in They aie such a 
big source of GNP for the country. 
Counting of Pakistanis abroad is still in 
progress under the care of Pakistani mis¬ 
sions in foreign lands. The final figure 
will be known after some time. 

An impoitanl finding of the new cen¬ 
sus IS that the gap between the male and 
the female in the Pak society has been 
narrowing in favour of the female. For 
each 111 men there are now 100 women, 
in 1972, the ratio was J14 men for every 
100 women. 

The new census has icvcalcd that^ 
Rawalpindi has grown into a bigger city 
than Hyderabad. In 1972 Hyderabad 
was the fourth largest city of Pakistan; 
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now that status has gone to Rawalpindi. 
Islamabad’s population has grown from 
76,641 in 1972 to 201,000 in 1981. This 
^ IS an expansion of more than 162 per 
cent. Karachi, however, with its 5,103,000 
(5.103 million) inhabitants continues to 
be the country’s largest city followed by 
Lahore, Faisalabad, Rawalpindi, Islama¬ 
bad, Hyderabad and Multan in that 
order. (In 1972 Karachi had a popula¬ 
tion of 3.5 million). 

A change of far greater significance is 
the vastly increased rate of urbanisation. 
The ratio of urban population has risen 
to 28,2 per cent conipaicd to 25 per cent 
in 1972. This has naturally increased the 
density of the urban population to 105 
square kilometre fr(>m 81 per sq. 
kilomclie in 1972. This is mostly due to 
migration from the rural to the urban 
areas and, second, due to high birth rates 
in cities and towns. 

After the separation of the erstwhile 
Last Pakistan (now Bangladesh), the land- 
population i e. resource-population latio 
had become highly favourable in resi¬ 
dual Pakistan It is still largely favour 
able in spite ol a three per cent annual 
growth rale of population, which is among 
the highest in the world. But if the popu¬ 
lation continues to increase at this rate 
and the resources remain undcr-utiliscd, 
this advantage is bound to disappear aftci 
^.^‘jmc time. Certainly, a high rate of po¬ 
pulation growth poses no immediate 
danger if the growth of the economy 
(GNP) is significantly higher. This has 
not happened yet. 

Source : Dawn Overseas. 


Soviet-German Gas 
Deal in Trouble 


Tin. I INAL negotiations between the 
Soviet Union and a Luropcan consortium 
for the biggest natural gas deal ever 
should actually have begun in March. 

But high interest rates and the ap¬ 
proval by the Norwegian Parliament of a 
new natural gas contract with a number 
^ of European countries put a spanner in 
the works. 

Under the European-Soviet deal, the 
Soviets are to provide an annual 40 billion 


cubic metres of gas, starting from the 
mid-1980s, in return for six million tons of 
West Luropcan pipes, of which .3million 
tons arc to he provided by Mannesmann. 
(What adds piquancy to the deal is the 
fad that the Soviet Union is the world’s 
biggest pipe producer.) 

Financing is to be done through a 
DM 10 billion credit to be granted by a 
consortium ( f German banks. 

But the Russian arc not prepared to 
pay more than 7 75 per cent interest on 
the credit. 

Interest Stalemate 

1 he German bankers arc not prepared 
to give special terms to the Soviet 
Union. So if Moscow is to s.ive face in 
the fourth “gas for pipes” deal (the 
other three wcie concluded m 1970, 
1972 and 1974 and account for the supply 
of 12 billion cubic metres of gas a yeai), 
it would officially pay 7.75 per cent 
interest and would make up the dilfci- 
ence between this and market rates from 
cainmgs lesultinj’ Irom the deal. 

But the high interest rate is not the 
main obstacle. I Ins hurdle eould be 
taken rclativcl> easily through interest 
I ale adjustment (clauses in the contract 

especially in mow of the fact that 
such long-term deals that extend into 
the next ccntiiiv usually provide for re¬ 
view negotiations 

The deal buglx\.r is the gas deal with 
Norway that proMdes for the supply of 
5.5 billion cubic ncircs a year, starting 
1990. The Ills! shipment would be 
piovidcd via a ne'\ pipeline to be installed 
at a cost of about DM 5 billion with work 
starling in 198(> 

The European gas companies were es¬ 
sentially guided by supply considerations 
in the Norwegian deal : N jrth Sea gas is 
seen us a safe supply. 

Also, once the pipeline to the C’on- 
linent has been laid it could also be 
used for gas lioin fields north of the 
62nd parallel. 

Bonn’s plans to replace oil by gas 
would have to be shelved. 

A further dclav the fourth gas-for- 
pipcs deal with the Soviets would pro¬ 
vide additional ammunition for those 
who want to prevent the deal. This app¬ 


lies particularly to the Reagan Adminis¬ 
tration—but not a single one of the 
parties represented in the Bundestag. 

Washington argues that the Soviet gas 
would expose Western Europe to politi¬ 
cal blackmail in view of the fact that 
the new coniract would make the Ger¬ 
man gas companies dependent on the 
Russians for 30 per cent of their supp¬ 
lies (today 17 percent). 

Another major argument is that the 
earnings from the deal would enable the 
Russians to build up Ihcir strategic 
potential still further. 

The first argument overlooks two 
facts : The additional supply of 12 billion 
cubic metres makes up for the 7 billion 
cubic metres which Iran was supposed 
lo have provided thiough a pipeline via 
the Soviet Union. No objections to this 
deal were raised m Geiniany. 

In addition, the new deal would sup¬ 
plement quotas that will be discontinued 
on the expiry of the old contracts. 

Another thing that is being overlook¬ 
ed IS the fact that the Soviets aie about 
lo restructure ihcir primary energy poli¬ 
cy by replacing oil exports by gas ex¬ 
ports. 

Die Welt. 


Economic Options in 
Romania’s Plan 


Romani \'s Si M MII 1 JVC \ car Plan has 
been endorsed by the Giand National 
Assembly aftei having been submitted to 
public debate Its provisions were exten¬ 
sively analysed by the Congress of the 
Working People’s ( ouncils, the supreme 
forum of Romania. 

The provisions of the new five-year 
plan lest on the achievements of the 
Romanian pctipic in the past decade in 
which Romania's industrial pioduction 
grew' some thiec-fold, farm production 1.6 
times and n itional income 2 4 times. 
People’s income has practically doubled. 
A third of the total fixed assets of the 
country have been commissioned in 1976- 
80. The characteristic fcatuie of the 
current five-year plan is intensive devclop- 
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mcnt through the wide application of the 
techno-scientific revolution and turning 
to better use the raw and auxiliary 
materials. 

The national income is to grow at an 
annual average rate of 7.1 percent. The 
net industrial production is expected to 
grow at the rate of 8.8 per cent a year 
and the marketable output 7.6 per cent. 

Taking account of the negative in¬ 
fluences of the situation in the world 
market of raw materials, attention is 
being paid to enlarging the base of raw 
materials as well as to achieving structu¬ 
ral shifts in industry in favour of high 
production from lower material consump¬ 
tion. With a view to ensuring the equili¬ 
brium in the production of energy more 
intensive use of hydro-electric power is 
being planned in addition to nuclear 
power. Iffort will be made to cut down 
energy consumption and turn to advan¬ 
tage reusable energy resources. 

Overall Growth 

Improvement in industry and agricul¬ 
ture, will rest on ensuring differentiated 
rates. Chemicals, followed by machine- 
building will be promoted. The growth 
rates of consumer goods— food and light 
industries—is being brought on par with 
those of certain branches of heavy 
industry. High technical standards which 
make the best use of the natural resources 
and human potential will be stressed. 

In chemicals Industry, as compared to 
the growth rate of 10.2 per cent in the 
economy in general, the annual growth 
: will be 15-24 percent. In the machine- 
I building industry, while the annual 
growth is planned at 8.8 percent for 
the industry as a whole it will be over 
20 per cent for electronics. 18 per cent 
for fine mechanics and optics and 19 per 
cent for mctal-culting machine-tools. It 
is desired by the planning authorities that 
this basic branch of the industry will be 
able to cover over 85 per cent of the de¬ 
mands of machinery and equipment 
for carrying through investments pri)- 
gramme. The same orientation is being 
given to other branches of the economy 
and industry, including light and food 
; industries. An important role has 
' been assigned to the small-scale sector 
L whose production will grow by some 60 


per cent. Small-scale industry is conside¬ 
red to be more readily adjustable to the 
changes in demand, hence, it may better 
be able to meet the demands of the people 
for goods and services of a diversified 
range and quality. It will help to make 
good use of the local raw materials resour¬ 
ces and help in rational employment of 
manpower. 

One of the priorities of the Seventh 
Plan of Romania is the intensive develop¬ 
ment of agriculture, whooc avciall pro¬ 
duction will grow at an annual average 
rate of 4.5-5 per cent. The plan stipulates 
development and modernisation of the 
techno-matcrial base of agriculture. 
Some 86,000 tractors aie being put to 
use, that is 50 per cent of the existing fleet 
will be renewed, and by the end of 1983-84 
mechanisation of the farm operations 
will be ensured. An area of 600,000 
hectares, is being brought under irrigation. 
Drainage will be provided to additional 
940,000 hectares and another 950,000 
hectares will be saved from soil erosion. 
Over 11 million tonnes of chemical ferti¬ 
lisers will be used in agriculture during 
the seventh plan period. 

The cereal production will reach 
28.5 million tons. Special attention will be 
paid to animal production, whose shaie 
in the total farm output will amount to 
47 per cent by 1985. A proper base will 
be secured for fodder. 

Romania’s five-year plan assigns a major 
place to economic efficiency. Labour 
productivity will rise by more than 40 per 
cent in industry, 50 percent in agnculiuie, 
and 30 per cent in building industry. 
Consequent on cutting down production 
expenditures, savings worth almost 200 
billion lei will be made. 

The development of Romania’s foreign 
trade will be marked by efficiency. 
The fad that the volume of foreign trade 
grows faster than the social product and 
the national income means Romania’s 
ever more active participation in the 
international division of labour. The more 
marked rise in exports as against imp.>rts 
will help in improving balance of pay¬ 
ments. More than a quarter of the export 
growth by 1985 will be ensured by means 
of improving the capital structure. 

The steady development and increased 
efficiency of the economic apparatus of 


Romania provide conditions for a sus¬ 
tained increase of the people’s welfare. 
The real wages arc expected to grow by 
15.5 per cent by 1985 as compared to 
198], and the farmers’real incomes will 
rise by 18 per cent. Over 900,000 flats are 
expected to be built during the quinqu¬ 
ennium and the second stage of reducing 
the work-week will start. 


THE rALCLTTTA ELECTRIC 
SHPPIA CORPOR \TION 
(INDIA) IJMITED 

Notice is hcrchv given that 
the Board of Directors of 
this Company haxc decided 
to recommend l.he following 
J inal DiMdeiids loi flic vear 
ended Hst March, I9S1, sub- 
lect to dcdiiclion of tax at 
.source at the prescribed rates, 
for declaration b\ the Mem¬ 
bers at the forthcoming 
Annual General Meeting of 
the C’ompany to be held on 
23rtl September, 1‘><S1. 

Gn 7V\, C'unuilative Pre¬ 
ference Shares (w 3.75“', 
i.e. 37.5 paisc pci share 

On LqiHty Shares @ 9“,' 
i.e. Re. 0.90 per share 

The aforesaid Dividends, if 
declared at the Annual Gene¬ 
ral Meeting will be payable 
to members whose names 
appear on the Companv's 
Register of Members on 11th 
September, 1981. Jn this con¬ 
nection the Register of 
Members of the Company at 
Calcutta will remain closed 
fioni llth September, 1981 
to 23rd September, 1981 both 
day.'* inclusive and during this 
period registration of trans¬ 
fers in respect of Preference 
and Equity Shares of the 
Company will remain sus¬ 
pended. 

By Order of the Board 
S.K. Niyogi 
S(rr( fury 

Registered Office 
Victoria House 
Chowringhee Square 
Calcutta 700 001. 

18th \ugust, 1981. 
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Point of View 


Price Strategy for New Products 

Navin Chandra Joshi 


Totally new products are hard to come by. It is once or twice in the 
life time of a company that it has to face the problem of pricing a 
truly unique product. According to the author the broad pricing 
strategy largely depends on the objective before the company but 
It needs to be emphasised that the buyer is interested only with what 
the product is worth to him, not what it has cost the supplier. An 
astute manager will frame several alternative marketing plans and 
a competent marketing executive will instinctively select the right 
plan without being obsessed by the risks involved. 


One of the few areas of management in 
^ which there is virtually no organised body 
of knowledge based on practical operating 
experience is the pricing of a new product. 
The abstract economic theory on pricing 
is far removed from the realities of new 
product introduction and the pioblems 
that are faced in its marketing. It is be¬ 
lieved that the marketing executive has 
mostly to rely on his own intuition. It is, 
however, doubtful if the success ratio of 
pricing to sales through executive deci¬ 
sion improves appreciably with experience 
over a period of time. 

Broadly, there are three levels of ‘new¬ 
ness’ in a product. First, it will be new 
in the market in terms of being offered by 

new company when it is already there 
as an identical product of some other 
companies. Secondly, products are new 
both to the offering company and to the 
market though they arc directly competi¬ 
tive with other products which perform 
essentially the same function. In both 
these cases, the established market price 
for functionally similar products is the 
best guide for pricing a new product. 
Finally, a product is new when it is func¬ 
tionally dissimilar from anything available 
in the market. 

It is this third category of a new pro¬ 
duct which poses the most difficult pricing 
situation. In this case, the prices of direc¬ 
tly competHive or functionally similar 
products are not available as standards of 
reference. Consequently, pricing decisions 
of such products have to be made almost 
^ in a vacuum. Several imponderables may 
also complicate the issue. For example, 
(a) the size of the market may not be 
known precisely, (b) there is no other 


company or product that may offer an 
established competitive position, (c) custo¬ 
mer expectations with regard to product 
utility can at best be only a guesswork, 
(d) the discount structures and promotio¬ 
nal schemes aie nt)n-existcnt, and (c) the 
actual cost of production may not be fully 
authentic. 

It is true that in present times, totally 
new products arc rare to come by parti¬ 
cularly in the field of consumption goods. 
The managemeni may, therefore, face the 
problem of piinng a truly unique product 
once or twice in the life-time of the com¬ 
pany. But then, when it happens, the 
management has to set the price systema¬ 
tically. Of course, there will always re¬ 
main certain risks which cannot be entirely 
rationalised or removed. In dealing with 
such risks, management judgement, intui¬ 
tion or just plain guesswork can take over. 
In other words, no procedure is likely to 
eliminate these iisks and only a systematic 
approach will help narrow the area of un¬ 
certainty. Indeed, exercising good judg¬ 
ment in removing all avoidable risks is 
the most impoi taut skill that is expected 
of top cxecutivcv while setting price of a 
new product. 

Apart from best judgments, considera¬ 
tions which arc integral to the pricing 
process arc, in iin\ case, the first decisions 
concerning a nevs product as well. Along 
with the usuil considerations in normal 
conditions, additional objectives, such as 
the following, will be a necessary guide to 
the management for basing price strategy 
on them. 

(i) Utilising idle productive capacity of 
the plant. 


(ii) Broadening the existing product line.; 

(iii) Ironing out seasonal sales fluctua*^ 
tions. 

(iv) Utilising established marketing 
channels more fully. 

(v) Exploring a new market or broaden- 
ing the company’s position in the exist- • 
ing one. 

(vi) Strengthening the company’s image 
by multiplying products. 

(vii) Selling complementary products 
with convenience. 

(viii) Exploiting an obvious market 
need. 

Clear Objectivee 

The top management will have to have 
a clear perspective of which of these ob* ' 
jectives it wants to fulfil by placing its 
new product in the market. The broad ] 
pricing strategy will largely be determined \ 
by the acceptance of an objective or ob- 
jectives. For instance, the objective of ! 
utilising idcl capacity will require that the ^ 
selling price may cover only variable costs. 
Similarly, if the product line is intended 
to be broadened, a low-price strategy will 
be wrong if the existing products are sel- j 
ling at a premium. * 

After deciding objectives, the next step ^ 
would be the establishment of basic design { 
parameters. It cannot be gainsaid that 
sustained success in marketing new pro- ^ 
ducts requires the closest collaboration I 
amongst marketing, technical and finance | 
personnel. If a product is launched for | 
which the market is really not ready, no i 
pricing policy will succeed howsoever bril- j 
liantly the product may be designed. It t 
means that the marketing executive must ; 
dominate the specification-setting process [ 
though only in the broadest sense. He 
should specifN the product function, its 
characteristics and the target market. ; 
These should be such that they satisfy the 
new product objectives. Technical design 
should then be the responsibility of R&D 
experts. The financial manager should 
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analyse the cost of launching the new 
product. The cost should guide only the 
lower limit below which the product will 
not be offered. Needless to emphasise 
that the buyer is interested only with what 
the product is worth to him, not what it 
costs the supplier. Hcncc, a cost-plus 
approach for a new product will not be 
desirable. Likewise, there is no point in 
selling a new product which must be sold 
below cost unless, of course, it involves a 
question of image building and the pro¬ 
duct cun easily be cost-subsidised. 

While estimating cost of a new product. 


apart from manufacturing and direct sel¬ 
ling costs, the financial manager should 
also take into account the cost of addi¬ 
tional inventories, warehousing materials 
handling, record-keeping, packaging, incre¬ 
ments in accounts receivables and on gene¬ 
ral and administrative expenses. With 
such additional cost information gathered 
the pricc-sSetting executive is nearer the 
pricing decision by selecting one out of 
the several techniques available. 

And yet, more than concentrating on a 
particular technique for pricing, the exe¬ 
cutive will need to develop a true market¬ 


ing plan in which pricing will serve only 
as one of the several variables that interact 
to determine the success of the product in 
the market. The more astute manager will ^ 
therefore, frame several alternative mar¬ 
keting plans. Which of them to select 
is surely a difficult task. The competent 
marketing executive with a good instinc¬ 
tive feel for the market will select any one 
without being obsessed with great risks 
involved in any particular one. Were he 
to select otherwise, most of the real ex¬ 
citement in new product introduction 
would vanish. 


Cost Analysis of Dairying 


R. Elango and S. Karthikeyan 


A study was carried out by the authors, who are associated with the 
Department of Economics, Annamalai University, to see whether 
the dairy farmers were getting a fair price for their produce. They 
have made out a case for raising the price of miik to make dairying 
remunerative. They beiieve there is need for a weil deveioped 
marketing infrastructure to save the rurai households from exploitation 
by milk vendors. Technical and medical assistance is needed by 
the farmers to improve the breed. The breeders should get 
feeds at economical prices to reduce the cost as, according to the 
authors, sixty per cent of the cost of breeding goes into feed alone. 


PRODi'cncN OF milk had been considered 
the most remunerative enterprise for quite 
the long time. But now-a-days dairy 
farmers are demanding higher prices as 
prices of feeds as well as animals are 
escalating fast. 

A study was carried out by the authors 
of this article in the Mayuram area of 
Thaojavur District during the months of 
July and August 19K0. The main objective 
Was to see whether the dairy farmers were 
getting fair price for their produce. A 
survey was conducted in urban and rural 
areas using pre-tested schedule. Particu¬ 
lars regarding number of animals, feed 
consumption, procurement of feeds, 
labour (paid and unpaid) employed, capi¬ 
tal investments in asset and equipments, 
recurring expenses and income from 
dung were collected from randomly selec¬ 
ted households. 

Table I shows the average cost of pro¬ 
duction per litre of milk foi urban and 
rural aicas. The net-cost for one litre of 
milk, including unpaid labour, isRs 1.72 
and Rs 1.5.5 for urban and rural areas, 
respectively, whereas the purchase price 
per litre by milk vendors is Rs 1.50 only. 


It is clear from the table that the price of 
milk does not even covei cost of produc¬ 
tion in both urban and rural areas. This 
explains the clamour of farmers for a 
higher price for their produce and also 


the practice of adulterating which 
widely prevalent in milk-marketing. 

Apart from learning that farmers are 
receiving only a less-than-remunerative 
price for milk, a few other incidental ob¬ 
servations emerge when we probe into 
the cost components. It is found that the 
major item of cost in both the areas is 
‘feed* which accounts for about 60 per 
cent of the gross input cost. Labour is 
the next important item of input cost. 
In the rural area, the surplus labour avail¬ 
able in each household is generally em¬ 
ployed in the operation of stalls, and the 


Table I 

Average Production Cost Per Litre of Milk and Its Components 


Urban 


Rural 


Components 

of 

Cost 

Average 

cost 

(in paise) 

Per cent of 
gross cost 

Average cost 
(in paisc) 

Per cent of 
gross cost 

Feed 

103 

59.20 

97 

61.39 

Paid labour 

J4 

19.54 

10 

6.33 

Unpaid labour 

12 

6.90 

32 

20.26 

Depreciation on animal 

13 

7.47 

10 

6,33 

Miscellaneous recurring expenditure 7 

4.03 

6 

3.79 

Depreciation on capital investment 

5 

2.87 

3 

1.90 

Gross cost 

174 

100.00 

158 

100.00 

Income 

2 


3 


Net cost including unpaid labour 

J72 


155 


Net cost excluding unpaid labour 

160 


123 


Average daily milk yield (in litres) 





(>er milch animal 

5.51 


3.75 
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Tabu II 


share of unpaid labour in the gross cost 
is relatively larger in rural areas. But as 
most of the rural households possess only 
non-descript breeds of cows and buffaloes, 
the productivity of animals is also very 
low. Howet^er owing to the following 
advantages enjoyed by the rural area, the 
cost of production of milk is lower as 
compared to that of the urban area: (1) 
availability of cheap labour; (2) abundant 
supply of dry fodder, especially paddy 
straw at a cheaper price; (3) possibility 
of grazing animals for long hours and 
collecting grass from fields using family 
labour; (4) finally, low cost of deprecia¬ 
tion on capital, for investment on assets 
^ and equipment js meagre in rural area. 
More than 25 per cent of the households 
do not have sheds for their animals and 
even in the case of those having sheds the 
cost of construction is lower as compared 
to that of urban area. 

The Handicaps 

Despite these advantages, there aic 
certain handicaps also in the lural areas. 
First of all, there is no well developed 
marketing infrastructure to help the farmer 
sell the produce at a remunerative price. 
This allows scope for milk vendors ex¬ 
ploiting poor villagers. They pay lower 
A prices and defraud the villagers in measur¬ 
ing milk. 

Second, as the villagers are poor and 
ignorant: they neglect the cross-bred cows 
which can yield higher returns Third, 
for medical aid and artificial insemination 
rural people have to bring their animals 
to the towns which are far away. This 
adds to their cost. 

The cost of production of milk is analy¬ 
sed with reference to different classes of 
producers such as cultivators, agiicultural 
labourers and others in order to know 
whether there is any significant differences 
in the cost of production of milk among 
the three types of producers in the rural 
area. Table U shows average cost of 
production pei litre of milk among diffe¬ 
rent groups of farmers in the rural area. 

^ The cost of production per litre of milk 
^ is found to be the lowest in the case of 
agricultural labour category, while the 
highest being that in the cultivator cate¬ 
gory. In the former case, a large quantity 
of concentrates in the feed has been re* 


Average Production Cost and its Components (Paise/Litre of Milk) 
in the Rural Area—(Classwise) 


Cultivator Agricultural Others 

Components of Cost (in paise) Labour (in paise) (in paise) 


Feed 

Paid labour 

Unpaid labour 

Depreciation on animals 

Miscellaneous recurring expenditure 

Depreciation on capital investment 

Gross cost 

Income 

Net cost including unpaid labour 
Net cost excluding unpaid labour 
Average daily milk yield (in litre) 
per milch animal 


96 

90 

105 

18 

— 

12 

25 

45 

27 

13 

10 

8 

7 

6 

5 

4 

2 

3 

163 

153 

160 

2 

3 

3 

161 

150 

160 

136 

105 

130 

4.0^ 

3.30 

3.85 


placed by green fodder either through 
grasing or by bunging green foddci fiom 
the fields. Furlhcr, paid laboui is not at 
all engaged in the operation of the stall 
as most of the family members themsel¬ 
ves look after the animals in the rural 
area, whereas the people in the higher 
social hierarchy, lo rely more on hired 
labour for almost all operations of the 
stall, as their female members do not 
participate much in their dairy activity. 
These naturally push up the cost 

This article leads to some important 
conclusions I msI of all, theie is a stiong 
case for raising the price of milk so that 
the dairy farmer, can get remuneiativc 
returns for then produce. Second, the 
rural areas are ideally suited for rcaiing 
milch animals because of their advania- 
geous position over urban area. Third, 
there is a dire need to build a well deve¬ 
loped marketing infrastructure which 
would save the rural households from the 
exploitation of milk vendours. I ourth, 
the necessary technical and medical help 
may be provided for the rural people in 
order to alleviate the hardships they are 
now facing for insemination and allied 
services for rearing animals. Fifth, the 


cost of production is the lowest in the 
category of 1 mdlcss agricultural labourers, 
if the Government comes forward to sup¬ 
ply ihcni with cross-bred cows or buffa¬ 
loes, It would certainly improve their 
strandard of living and also solve the 
problem of rural unemployment to a large 
extent. Lastly the study reveals that more 
than 60 per cent of the cost is accounted 
for by feed, and any step to supply con- 
c.mtratcs at economical prices will go a 
long way in reducing the cost of produc¬ 
tion of milk. 
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Poetu on tnduBtry 


Progress in Foundry Machinery 


iCoNSiDERAni I PR(j(iRtss has been re¬ 
corded in the manufacture of foundry 
inachineiy m India in recent years. 
During J950s there was hardly any 
capacity for the manufacture of foundry 
equipment, but now there arc six units 
engaged in the manufacture of foundry 
machinery and they arc able to manu- 
ffacture most of the items leaving only 
three or four items to be imported. The 
licensed capacity of these units is suffi¬ 
cient to meet the demand. Most of 
these units have taken up the manufac¬ 
ture of foundry machinery during the 
[Sixties and Seventies. 

The following are the important items 
jof foundry machinery which are required 
ffor establishing a foundry unit: 

Sand Mixer: At present sand mixers 
of the si/e of 10 tonnes capacity ate being 
manufactured within India and sand 
mixers of capacity larger than 10 tonnes 
are being imported- 

Sand Mullers; Sand niullcrs of 10 
tonnes capacity arc being manufactur- 
td within India and as in the case of 
mnd mixers, sand mullers of the sizes 
)eyond 10 tonnes capacity are being 
mported. 

Moulding Machinery; Moulding ma¬ 
chinery up to a capacity of six tonnes is 
)eing manufactured within the country. 
uIcan-Laval Limited have been licensed 
make moulding machineiy up to six 
onne capacity. Moulding machinely of 
larger than six ttmnes capacity, 
iwcver, is being imported. 

Core Making Machinery: Most of the 
re making machinery is imported 
use at present there is hardly any 
icility for its manufacture within the 
untry. It has been pointed out that no 
ligenous capacity has developed because 
a comparatively limited market. 

Core Breaking Machinery: The case 
ifeore breaking machinery is similar 
i^lhat of core making machinery. The 
tire core bieaking machinery is being 
Imported and no indigenous capacity has 
n developed because of the demand 
limited. 



Pattern Making Machinery; All types 
of pattern making machinery is being 
manufactured within the country. The 
level of manufactuic has been considered 
quite sophisticated and even large 
foundries have found it possible to get 
the supplies of pattern making machinery 
within the country 

Sand Blast Machinery: The capacity 
within the country for the manufacture 
of sand blasting machinery exists for all 
levels of machines and thcrcfoic, no 
such machines aie being imported. 

Conveying System ; ('onveying system 
foi the automatic and sophisticated 
foundries as also loi small-scale manu¬ 
ally operated foundries, accoiding to all 
specifications, are being manufactured 
within the country A number of manu¬ 
facturers aie able to supply highly 
sophisticated conveying systems within a 
reasonable notice of actual demand. 

lurnaecs (Cupola). Furnaces (Cupola) 
of various specifications and dimensions 
for all kinds of foundries -steel castings 
foundries, iron castings foundries, special 
grade iron casting, malleable iron cast¬ 
ings, automobile castings- is being 
available within the country and no 
equipment is being imported for this 
item. 

The annual value of pi eduction of 
foundry equipment has varied subsian- 
tially from year to year because of a 
fluctuating demand from the foundries in 
India. Obviously the Indian manufactu¬ 
rers of foundry equipment are not totally 
dependent upon the manufacture of this 
item. In fact they aic engaged in the 
manufacture of a wide range of industrial 
machinery and have taken up the manu¬ 
facture of foundry equipment only a« a 
part of their production process. I or 
that reason they are not always engaged 
in the production of foundry equipment 
but take up the manufacture of these 
items as and when the demand arises. 
However, the items being manufactured 
within the country are made at a level 
of fait ly high mechanical efficiency 
because most of the manufacturers have 


foreign collaborations for the production 
of foundry equipment. 

The important manufacturers of foundry 
equipment arc. Mukand iron and Steel 
Works Limited; Vulcan Laval Limited, 
Bombay; Wester Works, Bombay: Pioneer 
Equipment, Baroda; New Standard 
Engineering and Wesman Engineering. 

The import of foundry equipment has 
been fluctuating from year to year and 
the Government policy in respect of this 
industry continues to be that of encourag¬ 
ing that section of industrial machinery 
which is being imported to be estab¬ 
lished here provided there is suffi¬ 
cient demand making the manufacture 
viable. 

Demand for foundry machinery is 
closely linked with the demand for foun- 
diics, which in turn foim an integral 
part of engineering industry. In other 
woids the demand lor foundry machinery 
is likely to use at the same rate as the 
demand for enginceiing products. There 
is bound to be consideiablc expansion of 
the present lated capacity of sled found- 
iies. Taking into consideration several 
new schemes under implementation it is 
estimated that a new capacity of 1(X),(X)0 
tonnes per annum of steel castings will 
be on ground by 1984-85. 

Alloy steel castings are not yet manu¬ 
factured in the countiy. These castings 
in finished foim, as components, are being 
imported for chemical, petrochemical 
and cement industries and fertilizer 
plants. The existing foundries manu¬ 
facturing general steel castings are being 
encouraged to diversify their activitie.s 
to produce special castings such as 
alloy steel castings, stainless steel castings 
corrosion resistant castings, radiographic 
quality steel castings, special alloy steel 
castings etc. There is need for updating 
the technology and methods used by the 
steel castings industry. Import of tech¬ 
nology is being considered by the Govern¬ 
ment for manufacturing special castings as 
well as for updating the technology on 
merits. 

—Hardev Singh 
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«TATE OF THE 
ECONOMY 


Measures to Check 
Price Rise 

The FiNANrn Minister, Mr 
R. Vcnkalaraman, told the 
Rajya Sabha recently that 
there has been a significant 
deceleration in inflationary 
pressures since the third 
quarter of 1980-Sl. In terms 
of the wholesale price Index 
(1970-71 = 100) the annual rale 
of inflation has come down 
from 22.2 per cent as on 
January 12, 1980 to 14.8 per 
cent as on January 10, 1981 
and further to 9.8 per cent as 
on July 25, 1981 on a point 
to point basis. 

Replying to a question, 
Mr Venkataraman said that 
the factors responsible for the 
rise in prices in brief arc: 
International inflation and 
the increase in prices of crude 
and petroleum products, un¬ 
avoidable upward adjustments 
in certain administered prices, 
^continuing supply constraints 
on some commodities, artifi¬ 
cial scarcities created by cer¬ 
tain traders and speculators 
and existing liquidity in the 
system. 

The Minister added that the 
Government has taken a 
series of measures to moderate 
the rise in prices ever since it 
came to power. Recently a 
set of measures have been 
announced. These are: (a) 
Import of sugar, edible oils and 
wheat have been arranged to 
augment domestic supplie.s of 
these commodities and reduce 
inflationary expectations, (b) 
Steps have been taken to 
curb black money, (c) A 
series of steps including rais¬ 
ing of the bank rate, cash 
reserve ratio, statutory liqui¬ 
dity ratio, refinance and 
^rediscount rate have been 
taken to check the expansion 
of money supply and bank 
credit, (d) Selective credit 
controls in foodgrains have 


been made more stringent 
with a view to curbing hoard¬ 
ing for speculative purposes. 

(e) Public distribution remains 
a vital element in the supply 
managemert for contiolImL^ 
inflation and ils spatial 
coverage is being expanded 

(f) A scries of steps have Ixcn 
taken to curb the anti-social 
activities of hoarders and 
black marketeers, (g) Govern¬ 
ment continues to place hivh 
priority on the subslaiiiial 
improvement of infrastruciiiic 
sectors. These have sh(>\wi 
signilicanl improvement anti 
have contributed to an incrcast 
in industrial production. 

It is not possible to isohiic 
the impact of the fi\tal 
measures on prices, llowtvci, 
the positive impact of the 
recent measures is alivtich 
being fell and will be fullx 
reflected in the comini! 
months. Government is net 
complacent about the pi ice 
situation which is being kept 
under constant review. 1Io\n- 
ever, in view of the consider¬ 
able deceleration in the rate nf 
inflation, the Governm.ir 
docs not subscribe to the vicu 
that the outlook on the price 
front in respect of essential 
commodities is gloomy. I la¬ 
ther measures will be taken in 
the light of emerging trends 

Simplification of 
Tax Return Forms 

The Central Boad of Direct 
Taxes has published new forms 
of return of income tax incoi- 
porating a number of modifica¬ 
tions so as to simplify the pre¬ 
existing forms. These new forms 
have come into force with effect 
from April 1, 1981. It may be 
mentioned that pre-existing 
forms of return of income had 
become very unwieldy and 
were not intelligible to a 
majority of taxpayers. The 
forms of return of income 


have now been rationalised by 
removing several annexures 
which had added to the com¬ 
plexities in the returns of 
income and thc-ic have been 
replaced by notes requiring 
the taxpayers to furnish infor¬ 
mation in regard to the income 
under the various heids in 
accordance with the provisions 
of the law. Further, the se¬ 
parate form of return of 
income to be furnished by 
Government servants who do 
not derive income from house 
property, or capital gains or 
who do not have agricultural 
income has been dispensed 
with. Hereafter, all salaried 
employees will be furnishing 
the return of income in form 
No. 3 only. 

The Central Board of 
Direct Taxes has decided to 
solicit the suggestions or com- 
menir from the taxpayer. 
Chambers of Commerce, trade 
and proffssional assoc rations 
etc. on the new forms of 
return of income with a view 
lo exploring the possibility of 
further simplifying and ratio¬ 
nalising these forms. Any 
suggestions in thi.'* behalf may 
be sent to the Tax Planning 
and I egislation Section, Cen¬ 
tral Board of Direct Taxes, 
Ministry of Finance, North 
Block. New Delhi so as to 
reach on or before September 
30, 1951. 

Export-Import Bank 
Bill Passed 

The Lok Sabha pa.ssed on 
August 18 the Export-Import 
Bank Hill. Replying to the 
debate on the bill Finance 
Minister, Mr Venkataraman 
assured the House that cash 
assistance and subsidy given 
to exporters would not be 
withdrawn following the estab¬ 
lishment of the bank. He 
said cash assistance was aimed 
at compensating producers of 
export goods for the excise 
duties and other levies on raw 
material. Besides, this would 
enable the exporters lo com¬ 
pete in the international 
market. 

The Export-Import Bank of 
India is being set-up to provide 
financial assistance to ex¬ 
porters and importers and also 


for functioning as the prin¬ 
cipal financial institution for 
coordinating the working of 
other institutions in the field. 
Mr Venkataraman expressed 
the hope that India’s export 
earnings would get a boost due 
to the facilit'cs both in the 
form of financial a.ssistanc6 
and export guidance this insti¬ 
tution would extend to ex¬ 
porters. He said cash assis¬ 
tance and subsidies would 
have to continue bccau.se the 
country was in a difficult 
situation on the foreign ex¬ 
change front and nothing 
should be done that may dis¬ 
courage exports and lead to 
decline in foreign exchange 
earnings. 

BHEL Deal with 
Siemens 

Bharat Heavy Electricals 
Ltd and Siemens have signed 
two separate agreements under 
which Siemens will provide 
sophisticated technology to 
BHFL for SF-6 circuit and 
vacuum breakers as well as 
for turbines and generators 
up to 200 MW capacity. For 
the third , deal involving 
technology for the manufac¬ 
ture of AC and DC motors, 
clearance has been given by 
the Foreign Investment Board. 
An agreement between BHEL 
and Siemens is now likely to 
be signed shortly. 

The Union Government had 
ruled out the umbrella-type of 
collaboration and had directed 
BHEL to examine the possi* 
lity of product wise tie up as 
recommended by the secre¬ 
taries committee headed by 
Dr. Raja Ramanna more than 
six months ago. 

The umbrella-type of col¬ 
laboration was criticised in 
Parliament, and the Govern¬ 
ment felt that by having 
product-wise collaboration 
w'iih Siemens, options would 
b:: left with BHEL for other 
technologies. 

The SF-6 circuit breakers 
will ensure insulation for hi^ 
voltage ranging from 66 KV 
and above. The vacuum 
breakers will be required for 
lower voltage—33 KV and, 
below. 

In the case of turbines and 
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generators up to 200 MW, the 
agreement with Siemens will lill 
up the gap partly is Kspcci of 
turbines and fully m the ease 
of generators As aic'^ult of 
this tie*up, BHFl will have 
the complete lanpc of turbines 
and generators of various 
capacities, authoritative source 
explain. 

Under the three deals, 
BHEL will pay a lumpsum 
amount of about Rs 17 ciorc 
to Siemens for giving highly 
sophisticated technology to 
BHEL. Besides, this public 
sector undertaking will pay 
royalty ranging from three to 
five per cent on sales for a 
period of 10 years after the 
signing ol the agreement. 

Pound-Rupee 
Exchange Rate 

The pound sterling has 
become costlier by 15 paise 
following the devaluation of 
the rupee by 0.91 per cent by 
the Reserve Bank of India on 
August 18. 

The RBI has fixed a middle 
rate of R.s 16 45 per pound 
against thccailici iate of Rs 
16.30, the buying and self mg 
rates arc Buying 6 0976 
pounds perRs l()() coriespond- 
ing to Rs. 16.40 pt‘r pound. 

Selling: 6.0606 pounds per 
Rs 100 conesponding to Rs 
16.50 per pound. 

Corporate Sector: 
Sales, Profits Rise 

A studv on the financial 
perform.'.nee of the corpoiatc 
sector undertaken by ICR''/, 
based on a sample of 417 
public limited companies 
from its portfolio, shows an 
improvement in thcii opera¬ 
tions during 1979-80. 

A number of industries, 
pariiculaily jute, lyics and 
tubes, electric lamps and dry 
cells whose pcrfoiinancc was 
marginal in the Iasi few ycais. 
showed better results in the 
yeai under review 
The sample companies le- 
corded an increase of 15 3 
per cent in their net sales, 
chiefly Tcflcciing the piessures 
of a 14.9 per cent inciease in 
costs. 


Gross proBts and operating 
profits increased by 17.3 per 
cent and 19.4 per cent, res¬ 
pectively. 

Theie was an increase in 
the number of companies with 
a return on capital employed 
of more than 20 per cent in 
1979-80, while the number 
with a return of less than 10 
per cent fell 

I'uilhcr, theie was a marked 
increase in the number of 
companies having a return 
of over 30 per cent. Retained 
profits of the sample compa¬ 
nies rose by 35.5 per cent in 
1979-80. 

The improvement in profit- 
abihtv has enabled the cor¬ 
porate sector to finance a 
higher level of gross fixed 
assets by internal cash genera¬ 
tion However, although the 
operating piofits to sales 
ratio has gone up in 1979-80, 
the increase in profitability 
has not been sufficient to 
cover the increased financial 
requirements of capital fornu- 
tion, costs of which have been 
pushed up by the recuricnee 
of inflation in the ycai. 

The study also reveals that in 
1979-80, theie was a decline 
in capacity utilisation in the 
case of many indiistiics and 
the piopoition of expenditure 
on power and fuel after jn- 
cieasing fiom 4.8 per cent 
in 1971-72 to 6.6 per cent in 
1978-79 has remained at the 
same level in 1979-80. 

Exports of a sub-sample of 
236 companies aggregated to 
Rs 638.5 crores in 1979-80, 
indicating a growth of 9 6 
per cent over the previous 
year. 

Indian Assistance 
to Zanzibar 

Zanzibar sought India’s 
assistance in setting up train¬ 
ing institutes in that country 
when Zanzibar Minister of 
liulustiy, Mr Barake, called on 
Mi Naiayan Datt Tiwaii, 
Unitm Minister for Industry 
and r.ubour recently. Mr 
Barake also referred to the 
substantial needs of Zanzibar 
for tiaining facilities in India 
to their personnel. Mr Tiwari 
assured India's maximum 
assistance in this behalf which, 


he said, could be considered 
after scrutinising the details 
in each sector. Mr Barake was 
accompanied by officials of 
the Zanzibar Government and 
the acting High Commissioner 
for Tanzania. On the Indian 
side. Dr Charanjil Chanana, 
Minister of State for Industry, 
and the senior officials of the 
Industry Ministry joined the 
discussions. 

The Zanzibar Minister ex¬ 
pressed his gratitude for the 
aid received from India both 
on Government to Govern¬ 
ment basis and th'' IDBI 
credit. He also expressed 
satisfaction over the assistance 
already provided by India and 
her organisations, particulaily 


NIDC, in the industrial growth 
of Tanzania in general and 
2^nzibar in particular. Special 
reference was made to the 
industrial estates being set up 
in that country. The Zanzibar 
Minister sought Indian assis¬ 
tance in the supply of certain 
critical raw materials. Mr 
Tiwari agreed to examine 
these needs. 

During the meeting, refe¬ 
rence was also made to the 
possibility of identifying some 
mote small scale industries 
based on locally available raw 
materials like activated carbon 
and glass sheets etc. The 
Zanzibar Minister sought 
India’s assistance in getting 
the techno-economic surveys* 
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conducted to establish the 
feasibility of such projects. 
Mr Tiwari agreed to consider 
^ this request. 

Engineering Exports 
to Hungsry 

The Association of Indian 
Engineering Industry (Southern 
Region) organised meetings in 
Hyderabad and Bangalore re¬ 
cently to consider scope for 
increasing engineering exports 
and industrial cooperation 
with Hungary. Mr Vinay 
Verma, Indian Ambassador in 
Hungary, who addressed these 
meetings referred to the grow¬ 
ling adverse balance of trade, 
particularly with growing im¬ 
ports from Hungary. lie ad¬ 
vised that an Indian industrial 
delegation would be shortly 
visiting Hungary to discuss 
prospects for increasing bilate¬ 
ral trade and exports from 
India. 

Mr T.K. Joshua, Chairman, 
AIEI (Southern Region) who 
chaired the meeting in Hydera¬ 
bad, referred to the recent 
AIEI industrial mission to 
Hungary which signed a me¬ 
morandum of understanding 
with Hungarian Chamber of 
Commerce for promoting co¬ 
operation in the engineering 
^ industry. The products listed 
as well as identified at these 
meetings for export to Hungary 
were : air and gas compressors 
(both stationary and mobile); 
spmngs for automobiles and 
railways; machine tools; bulb 
and - lamp components; 
automativc engines—piston 
assemblies, cylinder liners, 
gaskets; steel for^^ings; power 
station equipment—seamless 
steel tubes, boiler feed pumps, 
gear grinding machines; thread 
grinding machines; num' iically 
controlled special purpose 
machine tools; NC machine 
centres; teleconjmunication 
equipment; measuring instru¬ 
ments etc. 

In the case of import of 
forging hammers from Hun¬ 
gary, it was pointed out that 
^ Hungarian suppliers should 
either provide subsequent spa¬ 
res support or provide the 
drawings to local manufac¬ 
turers. Mr A.S. Lakshmanan. 



Chairman, AlEl Karnataka 
Committee, who chaired the 
meeting in Bangalore staled 
that there were 23 joint 
ventures already in operation 
between the two countries and 
industries in Karnataka were 
keen to identify more such 
collaborations leading to trans¬ 
fer of technology. 

Allocation of Business 
in Ministries 

Matters lelating to damage 
to crops and loss of livesloek 
due to natural calamities whieh 
were so far been dealt with 
in the Ministry of Agriculiurc 
are now being transferred in 
the Ministry of Rural Recons¬ 
truction. According to a Pre¬ 
sidential notification the oilier 
subjects that have been trans¬ 
ferred to the Ministry of Rural 
Reconstruction are: (a) Coor¬ 
dination of relief measures 
necessitated by natural calami¬ 
ties other than epidemics; (b) 
matters relating to loss of 
human life and properly duo 
to all natural calamities otlier 
than cpidcniics and; (c) Indian 
Peoples* Famine Trust. 

Cost of Wheat 
Imports 

Wheat import will cost ilic 
country $ 293 million on the 
present reckoning. Thcaciu.il 
price of wheat would be about 
$ 262 million. Disclosing this 
in the Lok Sabha recently, the 
Union Agriculture Minisicr, 
RaoBirendra Singh, said ihat 
the average landed cost of 
imported wheat was eslimaicd 
at Rs 1,964 per tonne iiu lu- 
sive of ocean freight and inci¬ 
dental expenses of unloading. 

Replying to a spate of 
supplenicntaries he said the 
total quantity imported nas 
1-51 million tonnes of wheat 
which was to be delivered fiom 
August 15 this year to January 
31, 1982. 

While explaining the reasons 
for wheal import this year, 
the Minister denied the allega¬ 
tion that the Government had 
deliberately failed to achieve 
the procurement target. He 
said that the Government 
could have managed the situa¬ 
tion even without imports but 
it did not want the traders to 


manipulate tlie market and 
harass people. 

Wheat stocks had fallen subs¬ 
tantially this year as a result 
of the drought situation and 
the higher offtake last year. 

In fact in May xvheai stocks 
were as low as three mi lion 
tonnes. By the end of June, 
total food grains stocks in the 
country were 13.6 miMion 
tonnes this year as against 
16.2 million tonnes last year, 
which meant a deficit of 2.5 
million tonnes. 

He informed that the f.o.b. 
price of the western white 
wheat being imported was 
$ 168.787 per tonne while the 
hard red winter variety was 
S 181.495 per tonne. Conti¬ 
nental was one of the nine 
firms which had offered to 
supply wheal to this country. 

Enough Stocks of 
Edible Oils 

Nearly 1,54,000 tonnes of 
imported edible oil is expected 
to be received during the cur¬ 
rent month. This was disclosed 
in an Intcr-Ministenal meeting 
presided over by Mr A.K. 
Majumdar, Secretary Civil 
Supplies rccLMUly. It was 
noted that in addition to 
several ships already unloaded 
at various ports, 13 more ships 
carrying imported edible oils 
are likely to dischaige before 
the end of the month. It w'as 
decided in the meeting that in 
view of the increased demand 
for edible oils during the com¬ 
ing tw'o months on account of 
the festival season, the States 
should be asked to lift supplies 
allocated to them without de¬ 
lay. It w'as pointed out that 
there were adequate stocks of 
edible oils available with the 
Sl'C to meet the increased 
demand and in view of the 
continuing imports the posi¬ 
tion of stocks was very com¬ 
fortable. The Government is 
in a position to allocate larger 
quantities of edible oils during 
the months of September and 
October as compared to 52,0(K) 
tonnes allocated during the 
month of August. 

More Pig-iron Output 

The Steel Ministry has asked 
the Sle^l Authority of India 
(SAIL) to forthwith raise the 
production of pig-iron to 


enable public sector steel 1 
plans to recoup losses on 
account of low off-take of ? 
finished steel products. 

One major factor that i ■ | 
weighed heavily in favour of , 
this decision is the colossal i 
blockage of scarce capital in i 
the steadily rising inventories 
of unsold finished steel pro- ■. 
ducts at the various public j 
sector steel pla nt s. | 

Besides, there is a consi- 
derablc shortage of pig-iron s 
in the domestic market more 
so in the ca.se of the priority vj 
consumcr.s, including defence/^ 
railways, posts and telegraphs ' 
and the Directorate General of 
Supply and Disposal (DOS &D), 
which W(juld provide a gua- 
ran teed market for these > 
plants. 

The public steel plant were , 
required to produce on an ; 
a ver age a bo u t 120,000 t onnes ! 
of pig-iron per month but 
their output thus tar has been j 
mucli lower than the stipulated "; 
level. This was largely because . ' 
of the Steel Ministry's anxiety ; 
to raise the domestic availabi* / 
lily of Sled which saw in- 
creased output of finished sted i 
products by SAIL plants. 

In the net result, while on,' 
the one hand, the domestic : 
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output of pig-iron fell sharply 
leading to virtual scarcity of 
the rnctal, on the other SAIL’s 
finished steel production rose 
by as much as 30 7 per cent 
in the first foiii mtmths of the 
current yen icsuliing m the 
build-up of si/cable inventories 
of unsold slocks 

In the 111 SI quarter of the 
curient year itself the saleable 
steel stocks with SAIL shot 
up to 400,000 tonnes from a 
level of 195,000 tonnes m the 
beginning of April 1981 The 
market situation has become 
more acute for SAIL in the 
case oi cold rolled steel 
products where the inventories 
ro^c to 38,00) tonnes 

Award for GNFC 

The Intel nilional Merit 
Award from National Safetv 
Council Chicago tor the veai 
1980 has been awaidcd to the 
Fire and Safety Department 
Gujaial Naimula Valley Fcrli- 
li^'rs ( o I td (GNFC) for the 
second successive vcai It mav 
bjrecillcd thit the award was 
won Ctulici by GNIC foi 
the ycai 1979 also The awaid 
this yea I is theieforc a liibiitc 
to the siistainod eflorts of a 
safely conscious body coi- 
poidtc duimg a period ot 
heavy construction and elec¬ 
tion actiMtics 

Ml J K Ginalra Supciin- 
tendent, Fiic Safety o) 
Gujaiat Nainiada Valley fcrti- 
li/ers C o Ltd, Bharuch will 
receive the Merit Award loi 
the year 1980 

Financi&l Assistance 
to Resident Doctors 

The question of giving finan¬ 
cial assistance to the resident 
doctors to piovidc tacilitics 
for writing thesis has been 
under consideration of the 
Government foi sonic time 
It has no\\ been decided that 
a subsidy ot Rs 250 only as 
lump sum will be given to 
each of the lunior residents 
to meet expenditure on writing 
thesis Along with the applica¬ 
tion seeking such an assistance, 
a icsident doctor will submit 
a ccrliluatc fioni the Dean of 
the Medic il College that the 
conccinecl residents have sub¬ 
mitted then thesis This de¬ 
cision will applv to all such 
residents who have submitted 


their thesis in the academic 
session ending December 31 
1980 and thereafter 

Names in the News 

Mr K.S. Ncclakandan (1 i/ci) 
has been uninimouslv tlecicd 
as the Prc>idcnl ol the all- 
India bodv ol “Public Rc 
lations Socict} of India h 
the meeting of the Nation 1 1 
Council held in Madras Ik 
society is an all-Jndia boJ\ 
ol public relations piaui 
lioncrs and has todi\ li hi 
chapters (Bombay, Cakuiii 
Delhi Madiis, Bjngilo'c 



K S Neclakandan 

HvdeMbid, C othin ind 
Gujaial) with iJSf't 800 niLni 
be IS Mr Neel.ikandan is also 
the 1 xeciitive Chin min ol 
the 9th Public Relations Woild 
Congress to be held in 

Bombay in JaniiaiY 198’ iindci 
the auspices ot the Inti i 
national Public Rcltlions 
Association The Congitss 
will atliact o\ci 400 o\ci‘^cis 
delegates and an equ il niimbci 
frt>m India The theme of 
the Congress is ‘The In' i 
dependent >\oild Rok of 
PR 

Mr H. Mukhetjee h« s taken 
over as Manogiiu’ DiiclIoi 
of Slate Bank of Indoic 

Mr Gobind T. Shahaiii, who 
was instrumental in opening 
the oflicc of the Bank ot 
Tok>o in Delhi has m'w 
taken ovei a' its Assistant 
Gcnciil Manauci 

Mr Dhansukh Nanalal 
Shukla has keen appointed 
F\cciiti\c Directoi oi the 
Bankot India 

Mr Chandrakaiif R. Trivedi 

has been appointed Ixeciitue 
Diiectoi ot the Dena Bank 
fiom August 13, 1981 


What keeps Kores 
carbons and ribbons 
go'ng when others 
wear out? 


THE 

EXCEPTIONAL 

Kores 

QUALITY 




Guaranteed good Impretslon—from 
Korea. Quality carbona for Intanae# 
sharp, clear copies. 

• Wax-backed Carboplane 603 type 
carbon 




• Siivaback fammertona finish type 
carbon for increased durability. 

• Sapphire Pencil Carbon (brilliant 
royal blue copies) 

« Wide range of other Kores carbons 
for manual and elactric typewritara. 
pen and pencil copying work. 

• Upto 8 copies—durabl«» too -, 
nomical. 


Typowrltsr Rlbbono 
Superior fabric. Oraatar Inking 
■trangth. Controllad Ink flow. To glva 
you claan and aharp typing. 


Your guarantee 
of a 

good impression 



Koras (India) Llmltad 
Post Box No. e658« 
BomboydOOOlS 
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Ratnakar Shipping Pays 
10 Per Cent 

Ratnakar Shipping Co Ltd 
ha& produced excellent results 
for the second sutcessn c year 
^fhe directors have recom¬ 
mended a 10 per cent dividend 
for the year ended Match 31, 
19K1 

The fi eight and chartci 
earnings have been Rs 20 20 
crore 17 30 ciorc in the 
previous year) The gioss ope¬ 
rating profit IS Rs 4 ^9 crore 
(Rs 4 20 ciore) The net piolit 
after providing for deprecia¬ 
tion, IS Rs 2 80 crorc (Rs 2 40 
crorc) 

A spokesman of the com¬ 
pany has said that of the 
Rs 370 28 lakhSDFC (Shipp- 
ing Development Fund Com¬ 
mittee) loan granted to it, 
^Rs 147 81 lakh remain to be 
repaid This is expected to be 
paid back by Maich 1982 
With a licet of six vessels, the 
company now has a total ton¬ 
nage of 167,064 deadweight 
tonnes (DWT) While it can icd 
a total cargo of 183,000 tonnes 
m 1979-80, this has risen to 
293,296 tonnes in 1980-81 
The increase m cargo carried 
IS due to “bettei planning of 
employment of vessels 

The company will acquire a 
new 60,000 DWT tanker from 
Japan next June and a 75,000 
DWT bulkcaiiiei from C ochin 
in October 1982 It is also 
considering purchase of two 
second-hand medium-si7c bulk 
carriers in the near future 

TELCO 

Mr S Moolgaokai, Chair- 
^ man of Tata Engineering and 
Locomotive Company (TFL- 
CO), has told shareholders at 
the annual general meeting in 
Bombay that during the first 
four and a half months of the 
ourront year, the company*s 


pioduction ol commea il 
vehicles has been 1^,000 units 
as against 10,100 units foi ihe 
same period last yeai The 
turnover dining this penod 
has amounted to Rs 220 cioio 
against Rs 133 crorc 

He has staled that the 
management hopes that this 
favourable trend \\ill coninnu 
for the rest of the yen TIk 
company has planned proiiiK 
lion of 46 0()0 vehicles this 
>cai as against 36 IP n ini 
bus pioduccd in 19bO-Sl 1 lie 
expansion progiamnie is m ik 
ing *:itisl ictoiy progrts ind 
IS expected to be compkiid 
within two >cars when the pi 
duction capacity will indnsL 
to 56 000 vehicles pel niniim 
The company has pendin' 
oiders foi 163 OcO vehicles I \ 
ports during the eiirient ir 
aic expected to be around 
Rs 60 crorc 

Referring to thedenundof 
a section of bondholdeis t )i 
a f^uithei reduction in tliL 
conversion price of the 11 p r 
cent convertible bonds in ihe 
wake of the two-for-fivc boi us 
issues, Mr N A Palklnwal i i is 
Stiid the company's stind 1 1 a 
reduction of Rs 64 30 pei 
share of Rs 128 60 pu b md 
IS fair and just 

Ajanta Textiles 

Ajanta Textiles Ltd plans to 
modernise its mills and divei- 
sify its prexlucts at an csiim it 
cd cost of Rs 163 lakh li i' 
poses to manufacture iiKue- 
riscd, industrial and blend d 
yarns also 

The financial institutions 
will contribjlc Rs 120 lakh 
for the modernisation and 
diversification scheme 

Meanwhile, the compan> 
has reported a gro^s piofit of 
Rs 44 92 lakh for the year 
ended Maich 31, 1981 The 
tumovQr h4s increased from 


Rs 439 99 lakh in 1980 81 to 
Rs 689 82 lakh 

The company, which com¬ 
menced production in April 
1968 but which tuincd sick 
and was dosed down in Apiil 
1973, was handed over to the 
Hadas m October 1973 The 
new management expanded 
capacity from 9040 spindles 
to 25,264 spindles, and has 
received pcimi'^sion now to 
instal 20,714 more spindles 

The capaeily has redeemed 
7,490 preference shaics togc- 
thci with dividend arrcais 
during the year 

The company is no more a 
subsidiary of Hada Textile 
Industiies as their sharehold¬ 
ing in, it has been i educed to 
less than 50 pci cent 

Chemicals and Plastics 

The Board of Directors ol 
the compan>, at then meeting 
held on Aueusi 17, have 
approved the pioht and loss 
account ind balance sheet 
of the company lor the year 
ended Mirch 3|, 1981 The 
compiny’s turnover for the 
twelve months ended March 
31 1981 was Rs 2 120 05 lakhs 
against Rs 1 475 62 lakhs for 
the eoiiespondmg picvious 
period The company s ope¬ 
rations lesulted in a pre-tax 
piofil for the year ol Rs I6> 12 
lakhs, aftei providing Rs 67 5() 
lakhs foi dcpieciation and 
Rs 83 76 hkhs lor interest 
Provisions tor investment al¬ 
lowance restive and fixation 
are Rs 42 00 lakhs and Rs 
34 50 lakhs respctlivelv The 
surplus avail ible for appiopn- 
ation IS Rs 84 94 lakhs 

Prcfeience dividend for the 
year amounts to Rs 5 40 lakhs 
The Directors recommend a 
dividend of 16 pei cent on 
equity shares absorbing Rs 
27 91 lakhs, and transfer of 
Rs 14 75 lakhs to gcneial re¬ 
serve, with the surplus of 
Rs 36 S8 lakhs being earned 
foi ward 

Production of PVC renns 
during the year was 12,108 
tonnes against 10 872 tonnes 
in Ihe prior year Production 
operations were again hamper¬ 
ed by severe difficulties en¬ 
countered in obtaining basic 
raw materials and by the 
powcrcuts enforced by the 


State EIcctiicity Board Pro 
duction of pipes, however, 
icgistered good improvement 
at 6.744 tonnes The com¬ 
pany’s industrial alcc'hol plant 
operated intermittently de¬ 
pending on allotment o* 
molasses by the State Govern- \ 
ment and produced 65 38 lakh ' 
lures ol alcohol , 

The PVC pipes manufactur* , 
cd by the company continue -.i 
to be in good demand from ^ 
public water supply organisa- | 
tions all over the country. ^ 
However, the recent entry of i 
large number of new mantt- i 
facturers into this area is I 
expected to result in increased 
competition 

Modi Carpets ^ 

Modi Cdipets, manufacturers i 
ol machine made carpets, has ' 
repoitc 1 a 45 per cent increase 
in Its turnovei during the flrsi ■ 
SIX months of the current year ; 
ending December 31, 1981, as 
compared to the corresponding ' 
pci lod of last >car 

The company will achieve an 
expoit target of Rs 10 crore 
in the cuiient year against 
Rs 4 16 Cl 011 m 1980 The 
pioduction has also been main¬ 
tained at a higher level 

Bajaj Auto Steps Up 
Dividend 

The- Diieclors of Bajaj 
Auto have stepped up the 
dividend fiom 20 per cent to 
25 pet cent foi the ycdi ended 
June 30 1981 

Ihe woiking results aie en- | 
LOU 1 aging Sales and other 
income have amounted to ; 
Rs 10961 crorc against^ 
Rs 53 37 crore in the previous ^ 
>cai and the gross i)rofit has 1 
increased liom Rs 12 13 crorti i 
to Rs 21 08 crore j 

With depreciation claiming 
Rs 6 36 croie against Rs 2,99 ' 
ciorc, investment allowance 
reserve Rs 2 66 crore against 
Rs 1 13 ciore and taxation 
K 7 25 cioie against Rs 4,25 
ciore, ihcie is .i net surplus ; 
of Rs 4 81 cioic compared to ' 
the previous > car's Rs 3 76 
ciore Out of this the pro*'* 
posed dividend will absorb 
Rs 117 53 Lkh (Rs 9402»^ 
lakh) 

Aftei certain adjustments 


PPffffSlIPP 





: in respect of earlier year a 
\ sum of Rs 4 19 CfOH (Rs2 66 
S crorc) to be transfer red to 
I general reserve 

The comp>n\ s exports hive 
amounted to Rs H *12 crorc 
ugamt Rs 10 22 ciorc in the 
previous vtai The com pan v 
will shoitly apply to the 
Ooveinintnt of India foi c\ 
pansion of its two-whcelcr and 
three-vi heeler manufactuiing 
capacity by 300 tK)0 vehicles 
per yeai 

Maiden Dividend by 
Century Tubes 

Centurv Tubes has dev I lud 
a maiden equity dividend oi 
10 per cent ti)i the ycai ended 
March 31 19SI aftci clearing 
prclcitncc dividend aiitus 
, from 1977 on^^aIds 

The company his camel 
a higher gross profit of Rs 22 54 
lakh on a lurnovci ot Rs ^ 92 
I crorc as against Rs S IS lakh 
on a turnover of Rs 2 7l crorc 
m 1979-80 Depreciation fakes 
I awa> Rs 0 70 lakh (Rs 4 59 
lakh) and investment allow 
ance Rs 3 20 lakh (Rs 4 lakh) 

‘ The company expects to do 
much better in the cuiicni 
year following the installation 
> of Its own gcnc^atln^ sets 
Production of pucision lubes 
I IS likely to rise to 9 000 tonnes 
I from 6,750 tonnes in 1980 81 
I and sales to Rs 5 trorc fiom 
I Rs 3 92 Cl ores ll h is already 
I achieved a turnover ol Rs I 13 
I crorc m the fust four months 
I which IS 45 pci cent highci 
I over the c virrespondmg figuic 
F of the previous year 

The company has icccivcd 
I a lettei ot intent toi laising 
jf Its capacity from 1( 000 to 
j 18,000 MT The expansion 
;1 plan will be completed by the 
j^end of I9S2 As a lesuh < f 
, this, the turnovei is expect d 
I to go up to Rs 10 cioic 

iKamani Metals 

Kamani MeliK and Allovs 
18 paying one pu cl ii n ore 
,« dividend at 12 pf i cent fo\ iht 
T ycai ended December 23 I9S() 
Accoidiiig to preliminai) 

I figUKs salts have mcicistd 
[i f]cm Rs 11 01 crore to Rs 11 63 
J crore, but the gross profit has 
i declined to Rs 24 79 lakh 


from the previous year's i 
Rs 27 90 lakh After taxation 
ofRs 11 lakh, the net surplus I 
is Rs 13 79 lakh 

The working results would 
have b^en better but for the 
induslii ll relations problem at 
the Kurla unit This has been 
icsolved The Bangaloie unit 
has however, maintained ifs 
performance 

ft I proposed to change the 
name of the company to 
‘KM A Ltd’ foi which it has 
obtained permission of the 
Registrar of ( ornpanies The 
new name will be effective 
aftei Its approval by the share 
holdei» and the Company Law 
Boaid 

Prakash Tubes Fares Well 

Pr kash Tubcv, inaiiulacturer 
ot steel tubes, has fared well 
duiing the yeai 19S0 81, not 
withstanding eettain adverse 
eiiei instances like drastic 
power cuiv md aieitv of law 
material fhe turnover has 
risen to Rs 673 09 lakh agarnst 
Rs 717 35 1 ikh in the previous 
VIar, and the profit before 
depiceiilion to Rs 29 27 lakh 
liom Rs 25 67 lakh The 
profit after depreciation is 
Rs IS lakh IS against Rs 21 M 
likh 

The Directors have recom¬ 
mended a divide'nd of 10 per 
cent and an issue of bonus 
shares in the ratio of 3 4 The ■ 
proposed dividend shall be 
exempt to the extent of 70 25 
per cent in the hands of share¬ 
holders as the company has 
obtained a certificate under 
Section 80K of the Incomc- 
Aet 1961 

Jardine Henderson 

Ihc ptofit and loss account 
ol Jiiciine Hendeison I tel 
shows I bdimt'of Rs 9 88 
liikli lor the veai ended Mireh 
I9S1 A Him of Rs 2'>4 1ikh 
fioiii pioMsion lor taxation no 
lon\i leqinied mikes i total 
ol R P n hkhs Dividend 
his however been skipped 
MIot lions include Rs 5 50 

I ikh toi pioMsion foi taxation, 
Rs I 10 l»kh loi invest¬ 
ment allowance re>cive and 
Rs I0,5(K) foi development 

I I low, nee rescive Af^et ad- 
ludments a balance of Rs 5 42 
lakh which is earned forward 


“To earn a lakh 
I thought I had to 
be in business, till I 
found out about 
Uco^Tan” 



Earning a lakh on a fixed 
income was an impossible dream. 
Thank heavens it’s no more 
And thanks to UCOPLAN—the 
free financial advisory service 
UCOPLAINJ matched my savings 
capacity to my cherished goal 
of earning a lakh 

There's a UCOPLAN for your 
future too Drop by any UCOBANK 
branch today and ask for details. 
UCOPLAN has a wide choice 
S of lucrative ways to make your 

S money work Because you*¥0 

Jj worked hard for it. 

United Commercial Bank 

tbehiaidly banknuiiid the comer 
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Wholesale Price Movements 


Index Number of Wholesale Puces 
(Base : 1970-71 100) 

NVcight loi the week ending Percentage Variation over 
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269.4 
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297.99 

24*^ .4 
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241.0 

227.8 

208.9 ( 

)0.2 

1.0 
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16.5 
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106.21 
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217 0 

242.8 

238.8 

212.4 
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17.1 
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1,174.7 
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2 
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2.3 
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104 8 
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1.1 

1.2 
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^ ment 
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Ncgl. =" Less than 0.05 per cent. Source : OITice of the Economic Adviser, Ministry of Industry, Government of India. 
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MoTemeDts Id ComnmMr Prices : 1975-1981 

(Monthly Averages or Calendar Months) (Index Numbers with Base: 1960-= 100) 


Year/Month 


For Industrial Workers 


For Urban Non-manual Employees 

i 

All-India* Bombay 

Calcutta 

Delhi 

Madras 

All-India** 

Bombay 

Calcutta 

Delhi- 
New Delhi 

Madras 

1975-76 

313 

300 

287 

333 

314 

277 

246 

243 

273 

306 

1976-77 

301 

298 

297 

332 

288 

277 

255 

251 

274 

294 

1977-78 

324 

318 

320 

358 

311 

296 

269 

265 

288 

31 i 

1978-79 

331 

325 

331 

368 

318 

306 

285 

279 

303 

321 

1979-80 

360 

359 

351 

389 

350 

330 

315 

297 

321 

350 

1980-81 

401 

400 

382 

426 

388 

369 

347 

331 

352 

390 

June, 1980 

386 

389 

375 

412 

371 

355 

339 

314 

3.39 

373 

July, 1980 

394 

399 

381 

423 

383 

363 

342 

320 

351 

380 

August, 1980 

397 

396 

387 

428 

384 

368 

345 

330 

358 

384 

September, 1980 

402 

391 

395 

430 

381 

370 

345 

339 

355 

385 

Octobci, 1980 

406 

400 

393 

438 

388 

375 

356 

342 

357 

389 

Novcnibci, 1980 

411 

402 

397 

436 

398 

378 

354 

346 

359 

397 

December, 1980 

408 

408 

379 

430 

404 

376 

353 

341 

355 

405 

January, 1981 

411 

409 

379 

434 

403 

378 

352 

339 

359 

405 

February, 1981 

418 

420 

384 

434 

409 

382 

357 

343 

361 

411 

March 1981 

420 

423 

385 

438 

410 

385 

359 

345 

367 

412 

April, 1981 

427 

435 

397 

448 

412 

391 

372 

348 

372 

414 

May, 1981 

433 

442 

399 

453 

420 

396 

377 

353 

377 

420 

June, 1981 

439 

450 

406 

461 

428 

401 

380 

358 

383 

426 


♦Based on indites of 50 centres ♦♦Based on indites of 45 centres 

Sources ; I.aboui Bureau (Ministry of Labour), Govcinment of India and CSO, Ministiy of Planning, Government of India. 


Index Numbers of Industrial Production: 1975-1981 

(Monthly Avciages or Calendar Months) (Base* 1970 ^ 100) 

Ycar/Morith Source ( iassihcation Usc>based < lassilication* lnput>based Classilication* Sectoral 

Indicators* 
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Industries 


Weight 

100 i 

(K) 

9 

69 

81*1 

[)8 

9 

23 

32 

28 

15 

25 

20 9-) 

31 : 

52 

3 41 

28 1 

11 

33 68 

21 93 

12 86 

10*79 

18 SI 

1975 

119 

2 

127 

9 

116 

0 

138 

6 

129 

0 

no 

1 

in 

7 

107 

4 

106 

0 

107 

6 

106 

1 

123 

1 

128 9 

1161 

132*0 

1976 


7 


8 

no 

3 

160 

3 

147 

5 

143 

8 

122 

s 

J18 

4 

120 

0 

118 

2 

112 

2 

135 

4 

151 0 

132-6 

146-6 

1977 

I3M 

3 

119 

9 

115 

1 

165 

4 

155 

0 

151 

7 

125 

S 

126 

0 

137 

0 

124 

6 

114 

8 

144 

8 

161 4 

130-9 

151 -4 

I97H 

147 

H 

142 

2 

144 

4 

181 

6 

162 

4 

156 

8 

135 

8 

138 

3 

147 

9 

137 

1 

124 

5 

154 

3 

177 8 

132 0 

163-1 

1979 

149 

5 

148 

s 

144 

7 

191 

0 

166 

2 

161 

0 

139 

6 

135 

3 

156 

8 

132 

7 

121 

6 

157 

7 

181 2 

134 6 

171 -6 

1980 

150 

7 

144 

2 

146 

1 

197 

3 

164 

6 

168 

4 

140 

7 

135 

9 

162 

3 

132 

7 

125 

4 

162 

2 

178 8 

136 6 

171 0 

Octobci, 1980 

151 

2 

14^ 

0 

145 

2 

212 

3 

170 

8 

160 

8 

143 

9 

132 

4 

154 

7 

129 

7 

125 

*0 

155 

3 

184 9 

136 3 

178-1 

Novcrnbei, 1980 

153 

8 

140 

0 

149 

7 

213 

2 

171 

5 

166 

1 

140 

K 

140 

7 

163 

6 

137 

9 

126 

5 

161 

4 

183 3 

135 -8 

177 0 

I')cccmbci. 1980 

169 

5 

I6S 

0 

164 

7 

216 

0 

185 

7 

196 

0 

146 

5 

157 

8 

175 

6 

155 

6 

139 

9 

172 

4 

195 *0 

151 9 

188 2 

Januaiv. 19SI 

166 

5 

174 

0 

160 

3 

213 

5 

186 

6 

185 

5 

144 

7 

157 

8 

167 

2 

156 

•7 

142 

1 

175 

3 

196 9 

143 9 

193*3 

Pcbruirv, 1981 

161 

2 

179 

7 

154 

6 

199 

0 

180 

8 

175 

9 

139 

3 

151 

I 

167 

2 

149 

1 

133 

8 

168 

•0 

191 9 

144-3 

189*9 

Match, 1981 

176 

9 

200 

0 

1^8 

6 

225 

4 

205 

8 

221 

2 

145 

7 

I4S 

7 

166 

0 

146 

6 

135 

2 

200 

6 

201 4 

164 5 

213 5 

Apiil, 1981 


2 

160 

0 

ns 

6 

219 

1 




















Ma>, 1981 

157 

5 


























A year agot 

143 

4 

144 

0 

n2 

8 

186 

1 

175 

3 

213 

1 

137 

3 

136 

2 

177 

9 

131 

•1 

123 

•1 

195 

■8 

177*0 

162*9 

18a4 


Note I igure^ for the la^t three months arc provisional and gemraUv subject to revision ♦Derived series (R B.I Classification). Revisions arc carried 
out in the group indites us and when advised by the CSO. @Coasists of coal and lignite, petroleum crude and products, and electricity. 

IT igiires 111 this row relate to th.i( month in the previous year coriesponding to the latest month for which data are presented. 

Original Sonree: Ceotial StatutiGal OtianitgtiOB. 
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As on last Friday/ Notes 
Friday in 

Circula¬ 

tion 


1975- 76 

1976- 77 

1977- 78 

1978- 79 

1979- 80 

1980- 81 
January, 1981 
(Kbruary, 1981 
March, 1981 
April. 1981 
May, 1981 
June, 1981 
July 1, 1981 
July 10. 1981 
July 17. 1981 
A year 


StrtWBwt of Affairs »f the Reserve Sink of Wto : 1975-76 to 1981 

(Issue and Banking Departments Combm^)__ 

LIABILITIES Total ASSETS 

_ _Ltabili-——- 

Deposits Other ties/ Foreign ^Id Govern- I oans at 

- r%f y,L.ch ^ Liabili- Assets Exchange Com ment _ 

.tiJ C^traT Scheduted Assets^ " 

^ Total Bullion Rupee Go 

Stoll secunoe. 


Deposits 

Of which _ 
Central Scheduled 
and Commei- 


Foreign Gold Govern- 
Exchange Com ment 


and 

State 

Govern¬ 

ments 

(2a) 

, 671 

388 
' 2,771 

I 721 

710 
789 
981 
1,277 
789 
88 
68 
71 
71 

5 61 
K 880 

!6 76S 


Com ment 
and of India Total 
Bullion Rupee 
Secunties 


I oans and Advances 
Of which^ 
rotal State Sche- 
Govern- dulcd 
ments® Com- 


(Rs. Crores) 


Bills Invest- Other 
Pur- ments Assets’ 
chased 


dulcd 

Com- 

meiaal counted 
Banks 


(7) 

6,10S 
6,500 
6,645 
7,366 
8,891 
11,1 10 
10,445 
10.740 
11,110 
11,515 
12,552* 
n.467* 
n,507* 
13,512* 
n,287* 


1,665 1,041 
1,687 1,066 
1717 1,075 


10 155* 2,558 


( 10 )_ 

444 
215 
1,077 
852 
1,255 
1,591 
981 
1,265 
1,593 
1 526 
166** 
3S9** 
389** 
389 *' 
189 ** 
105** 


ir dfio 12,262 - 

1 — ~ 1 k I ihiofld THl Idttcr includes c Jsh short tcMni securities and lixtd deposits - Including Icmpoiarv oveidraUS 

* of India one rupee no.es • .aeludins «./-/«« Ucasuiy bill, - Insludcs inses.n.en.s in foieisn sha.es'bonds 

but excludes those in rupee securities 


All Scheduled Commercial Banks* -Business in India : 1975-76 to 1981 

... t Acl-S in ll.l nri .lint Investments Bank Credit^ 


As on last 1 nday/ 
w Friday 


Deposits Bonow- 

_ — -- mgs 

Dematidt Timcf Aggrc- fioni 
gate Reserve 


Cash in hand and 
Balances vvith 
Reserve Bank 


1975- 76 

1976- 77 

1977- 78 

1978- 79 

1979- 80 

1980- 81 
April, 1981 
May. 1981 
Juno, 1981 
July 3, 1981 
July 10. 1981 
July 17, 1981 
July 24.1981 
July 31,1981 
A yeai ago 

* Inclu 


_ 


ment 

Ap- 

(4a 1 4b) 

Balances 

fold 

See un¬ 

• proved 


( 

with 

3a )b 

ties** 

Securi¬ 



Reserve 


ties 



Ikink® 






1 (lb) 

(M 

(4a) 

(4b) 

(4) 

(5) 

607 

912 

3,283 

1,324 

4 607 

10,877 

1,146 

1 S(»0 

3,930 

1,606 

5 536 

13,173 

1,674 

2 14^ 

5,907 

1,990 

7.897 

14,939 

2,634 

3 191 

6.021 

2,488 

9,109 

17,795 

3.634 

4 250 

7,444 

3,181 

10,624 

21,537 

4,092 

4 S4M 

9,079 

4,112 

13,190 

25.270 

3.969 


10,226 

3,970 

14.196 

25 704 

3,127 

4,922 

10,247 

4,043 

14,291 

25,952 

4,517 

5 393 

10,087 

4.230 

14,316 

26,294 

4,398 

5,3 H) 

10,250 

4,269 

14,519 

26.556 

4.501 

5,404 

10,482 

4.2S7 

14,770 

26,598 

4.381 

S,2<.2 

10 561 

4.294 

14.854 

26,713 

4,523 

5 392 

10,870 

4,298 

15168 

26,778 

5,006 

5 860 

10,580 

4,306 

14 886 

26,779 

3.613 

4.2^) 

8.581 

3,446 

12.027 

22,152 


Total OJnhuh 
I ood 
( red It 


(Amounts in R s Ooies) 
Select Ratios (in pci cent) 

Cash ln\csl- C icdit Food 
to niciil lo Credit 
Deposit lo Deposir to 
Deposit Total 


l,521(fi 
2,)9()(o; 
I.9K4 
2,210 
2,100 
1,772 
1.705 
2,1 IS 
2.213 
2,226 
2,208 
2,208 
2.193 
2.163 
2.243 


• Inclusive of the figures pertaining to egiona ura dcnosits a** time deposits and a smaller proponioi as demand deposits. 

cumm«c..U banks have elms,Bed. targer ofThc Resets Bank „( lnd,L » A. bonk value, .n^dm, 

» As available in the Itoserve Bank reemds. , ^ mtlu'ive of aU participation ccnificates (PCs) issued by 

treasury bills and treasury deposit rooeipte. « . institution* Prior to this date, the data were inclusive of PCs issued to banks oniy 

by MwduM Banks also. 
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Money Stock Mensnree 


(Rs. Crores) 


As on last Friday/Fiiday 


Currency with Deposit Money Post 

the Public of the Public Mi* Ofhec 

--- (1+2) Savings 

Total Of which Total OJ which Bank 

Notes m Demand Deposits 

Circulation Deposits 

with Banks* 


Time Total 

M 2 Deposits Mj Post M* 

(3 + 4) with (3 + 6) Oflice (7+8) 

Banks* Deposits 



0) 

(la) 

(2) 

(2a) 

(3) 

(4> 

(5) 

(6) 

(7) 

(8) 

(9) 

1975-76 

6,704 

6,492 

6,439 

6,385 

13,143 

1.475 

14,618 

9.143 

22,286 

3,179 

25,465 

1976-77 

7,873 

7,700 

7,736 

J,616 

15,609 

1,517 

17,146 

11.671 

27,280 

3.607 

30,887 

1977-78 

8,631 

8,559 

9,752 

9,683 

18,383 

1,677 

20,060 

14,522 

32,905 

4,130 

37,035 

1978-79 

10,212 

10,224 

11,607 

11,405 

21,819 

1 850 

23,669 

18,070 

39,889 

4,777 

44,666 

1979-80 

11,687 

11,777 

12,585 

12,174 

24,272 

2.016 

26,308 

2’’.528 

46,800 

5.658 

52,458 

1980-81 

13,464 

13,690 

9,711 

9,396 

23,175 

2 218 

25.413 

1 : 046 

55,221 

6 512 

61,733 

June, 1980 

12,051 

12,323 

12,120 

11,881 

24,171 

2,020 

26,191 

24 659 

48,830 

5,761 

54,593 

September, 1980 

11,646 

11,784 

11,978 

) 1,798 

23,623 

2,0>2 

25 675 

2'< 812 

49,455 

5 944 

51,399 

Decern bci, 1980 

12,629 

12,874 

9,014 

8,795 

21,643 

2,051 

23,726 

11,068 

52,711 

6 09^ 

58,8(K. 

Januaiy, 1981 

12,816 

n,o^i 

9,125 

8.977 

21,941 

2,098 

24,039 

11,501 

53,444 

6,221 

59,665 

February, 1981 

13,108 

n,329 

8,87S 

8,762 

21,986 

2 129 

24,115 

31.922 

53,908 

6,3?6 

60,2'>3 

March. 1981 

11,464 

13,690 

9,711 

9,396 

23,175 

2 •’18 

25.413 

32.046 

^5,221 

6.512 

61.711 

April, 1981 

13,857 

14,095 

9,619 

9,354 

23,476 

2,191 

25,667 

12,799 

56,275 

6,5(8) 

62,775 

May, 1981 

14,079 


9.479 

9,318 

23,558 



31,262 

56,820 



June.1981 

14,042 


9,781 

9,664 

23 823 



11,957 

57,780 



July 3, 1981 

14,061 


9,924 

9,803 

23,985 



V.075 

58,060 



July 10, 1981 

14,068 


9,992 

9,776 

24,060 



34,118 

58.378 



A year ago 

12.260 


12,007 

11,506 

24,267 



24 974 

49,241 




*On various dates stalling fiom January a number ol scheduled commerLial banks have Llassified a larger proportion 
of their savings deposits as time liabilities (deposits) and a lower proportion as demand liabilities (deposits) 


Sources of Change in M, 


(Rs <'ioics) 


As on last Kiiday/ 

Net Bank ( ledit to 

Bank C rcdit fo 


Net rorcign t xchange 

Oovci n- 

Banking Sccioi's Net 

- 

Friday 

Govemmeot 

Commercial Secror* 

Assets i)f Banking Sector 

merit s 

Non-nionetaiy 1 labilities 



- 

_ _ _ 

— 




— 

- 

- 

C iirrcncy (Other than 1 line Deposits) Mj 


RRIs 

Other 

Total 

RBI’s 

Other 

Total 

RBls 

Other 

Total 1 

L labilities 

— 

— 

--(1 ^ 2 


Net 

Banks* 

(la 1 lb) ( redit 

Ranks* (2a \ 2b) 


Banks’ 

(3a 3b) 

to the 

of RBI Residual 

Total 

3+4-1 


Credit 

C icdit 



Credit 





Public 



(5a 1 5b) 

-'!) 


(Id) 

(Lb) 

(1) 

(2a) 

(2h) 

(2) 

(3a) 

(lb) 

(1) 

(4) 

(5a) 

(5b) 

(5) 

(6) 

1975-76 

6.697 

3.414 

10,112 

721 

14,671 

1532 

1,078 

15 

1,094 

555 

2.577 

2,290 

4,867 

2U86 

1976-77 

6,926 

4,096 

11,022 

887 

17,617 

18,503 

2,542 

70 

2,471 

568 

2,833 

2.451 

5,284 

27,280 

1977-78 

7.387 

6,083 

13,470 

954 

20,26S 

21,222 

4,512 

87 

4.445 

591 

3 452 

1.373 

6,825 

32,905 

1978-79 

K.568 

6,823 

1531 

1.24S 

24.1(H) 

25,347 

5,506 

72 

5,434 

601 

3 312 

1.574 

6,886 

39,889 

1979-80 

11.534 

7,696 

19,230 

1.547 

29,08 s 

10,632 

5.494 

93 

5,40J 

592 

3,930 

5,125 

9,055 

46,800 

1980-81 

15,232 

9.363 

24.595 

1.703 

34.6‘’0 

16,121 

5.410 

93 

4,617 

609 

4.741 

6,182 

10,923 

55,221 

June, 1980 

12,421 

8,724 

21,147 

1.562 

29,748 

31,310 

4,%7 

91 

4.874 

600 

3,857 

5,244 

9,101 

48,830 

Septembci, 1980 

12.501 

9,614 

22,115 

1.^21 

30,198 

31,719 

5,095 

93 

5,002 

598 

4.483 

5,496 

9,979 

49,455 

Doccmbei, 1980 

11,871 

9.312 

23,183 

1,623 

32,712 

14,365 

4,735 

93 

4,642 

607 

4,270 

5,816 

10,086 

52,711 

January, 1981 

13.8W) 

9.H65 

23,725 

1,627 

33,4 tl 

15,058 

4.779 

93 

4,686 

607 

4,412 

5,220 

10,632 

53.444 

Fcbruaiy, 19SI 

14,216 

9,626 

23.862 

1.648 

33,785 

35.433 

4 896 

91 

4.803 

609 

4,503 

6 296 

10,799 

53 908 

March, 1981 

15,212 

9,363 

24,595 

1,703 

34.620 

36,323 

4.710 

91 

4,617 

609 

4.741 

6,182 

10,921 

55221 

Apiil, 1981 

16,000 

10,515 

26,515 

1.709 

34.9 P 

16,621 

4.607 

93 

4,514 

609 

4,993 

6,991 

11,984 

56275 

May, m\ 

16,495 

10.547 

27.042 

1.690 

35,204 

36,894 



4,401 

612 

4,999 

7,132 

12,131 

56,820 

1 June, 1981 

17,278 

10,391 

27,669 

1.690 

35,689 

17,379 



4.155 

609 

5,113 

6,919 

12,032 

57,780 

July 3, 1981 

17.741 

10.561 

28,304 

1,690 

35,996 

17.686 



4,155 

609 

5.655 

7,039 

12,694 

58,060 

; Jul3» It), 1981 

18,305 

10,796 

29,101 

1.697 

36,029 

17,726 



4,155 

610 

6,011 

7,203 

13,214 

58,378 

i A year ago 

13,191 

8.246 

21,637 

1.506 

30,093 

31,599 



4,836 

600 

‘»,863 

5,568 

9,431 

49441 


i *lncludes public sector enterpnses. 
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THE HWULIOR MVON SILK MF6 (WVS) CO. LTD. 


(Staple fibre Division) 

• Birlakootam - Mavoor — Koihikode 

KERALA - 673 661 

Gram . STAPLE 


Telex . 0854-241 


Telephone : Calicut 76041 
76042 
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Even the most technologically advanced 
process does not have to mean the most 
superior power cable. What is really important 
is the capacity of the cable to perform- 
dependably and reliably, under even the 
most demanding conditions. Because a 
UNISTAR cable'^is not only a marvel of 
technology, it is a blend of the genius and 
dedication ot the people who make it. 

Today, in industrial complexes, national 
power projects, state power stations and 
other industries. UNISTAR cables are a vital 
pre-requisite. Because there is a UNtSTAR 
cable for every need. 

, Now. UNISTAR offers the highly superior 
PEX (Crosslinked Polyethylene) Power 
Cables, in technical collaboiation with ASEA 
iKABEL. Sweden 


UNISTAR range of cables also Include: 
Paper Insulated Power Cables. Thermoplastic 
and Elastomeric Cables, Railway Signalling 
Cables, Mining Cables. Aiifield Defence 
Cables. Shipbuilding Cables. Quarry Trailing 
Cables, Lift Cables. Drill Cables and 
Locomotive Cables. 

UNISTAR—precision-engineered quality 
cables th^t stand the test of time. Always. 

For more information, simply write to us. 



UNIVERSAL CABLES LIMITED 

P.O. Biila Vikas, Satna-485 005 (M.P.) 











The Win^ of Speed 

io Europe 

Via Moscow 
THE LUXURY AIRLINER 
ILUSHIN 62 



mi 


Wi 











5 flights to 
Moscow every week 
4-from Delhi 
1-from Calcutta 
and 

3 flights to South East 
Asia Every Week 


/he Soviet Airlines 


Delhi 

18, Barakhdmba Road 
New Delhi-110001 
Phones : 42843, 40426 


Bombay 

7th Brabourne Stadium 
87 Veer Nariman Road 
Bombay 400020 
Phones * 295500, 295750 


Calcutta 

46/C Chowringhee Road 
Everest Building 
Calcutta 700061 
Phone 449831 
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August 12 

Prime Minister Indira Gandhi voiced 
her opposition to the manufacture of 
the neutron bomb or other weapons of 
mass destruction by the big powers. 

Prohibition lifted in Rajasthan. 

The Union Finance Ministry decided 
to exempt from customs duty the 
additional quantum of rubber impoited 
by the State Trading Corporation. 

The public sectoi Indian Petrochemi¬ 
cals Corporation Limited ^IPCL) won 
the “award of merit” from the National 
Safety Council of the US. 

August 13 

A two-day meeting of the national 
executive committee of the Janata Party 
began in Hyderabad. 

A. W. Clanaen, who took over In 
July as President of the World Bank 


U/eek 

set up a managing committee of senior 
bank officials to develop a longer-term 
strategy for the international agency. 

The Rural Llectrification Corpora¬ 
tion (REC), sanctioned another loan 
assistance of o\er Rs 8 crorcs for 33 
new projects. 

August 14 

The Supreme Court dismissed a 
special leave pelition submitted by the 
Congress(U) and a writ petition by 
Jammu and Kashmir Legislative Assem¬ 
bly member Bhim Singh challenging the 
order of the 1 lection Commission de¬ 
recognising the C^ongress(U). 

Nearly 80 Harijans belonging to 25 
families in Thutipet village in Vaniyam- 
badi taluk of 1 amil Nadu decided to 
embrace Islam. 

A protocol between the Dnbai Trans¬ 
port Company and the Maharashtra 


Government fora joint venture for 
constructioo of jnfrastriictufe projects 
in MdMB8litn signed. 

Export bS readymade garments re¬ 
corded a 48 per cent increase from 
Re 273.56 crorcs in January-July 1980 
to Rs 405.28 crores in the same period 
this year. 

August 15 

Barring a powerful bomb explosion 
on the railway track at Maligaon near 
Gauhati, the 24-hour Assam bandh 
called by the foreigners issue agitators 
ended without any incident. 

Mr S. M.H. Burney sworn in as Gover¬ 
nor of Manipur, Nagaland and Tripura. 

August 16 

The Union Government decided to 
waive the import duty on Pakistan 
cotton. 

August 17 

The Sri Lanka Government declared 
a state of emergency throughout the 
island republic as a sequel to widespread 
arson and looting in several parts parti¬ 
cularly in Patnapura and Negombo. 

A comprehensive 12-poiDt formula 
has been put forward by the Centre to 
resolve the Assam foreigners issue. 

The Punjab & Haryana Governments 
have floated loans worth Rs 12.25 
crores and Rs 14 ciorcs respectively, 
for financing their development schemes. 

August 18 

Parliament witnessed no'sy scenes 
for the second day on Tuesday with the 
Opposition members staging walk-out 
in both the Houses on different issues. 

The Reserve Bank devalued the rupee 
vis-a-vis the pound sterling by 0.91 per 
cent. The middle rate fixed at Rs 16.45 
per pound. 

The Government issued revised guide¬ 
lines imposing stricter conditions for 
the issuance of bonus shares as part of 
its anti-inflationary package. 

The Lok Sabha passed the Export- 
Import Bank of India Bill, 1981 with a 
minor amendment moved by the Finance 
Minister, Mr R. Venkataraman. 
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The Oil Scene 


Tht: Oir and Natural Gas C.'tviTunission—the premier oil explo¬ 
ration and production agency in the country—celebrated its 
silver jubilee on August 14. This coincided with a radical change 
in the outlook for supplies of crude oil from indigenous sources. 
An agreement signed by the ONGs.'vsilh the ( I P of France on 
the previous ilav held out the prospect of doubling the output 
of both oil and natural gas Irom the offshore Homhay High and 
the adjacent areas. Oil production from here is envisaged to be 
raised from about 8 million tonnes this year to 13.93 million 
tonnes next ycai, lo.6 million tonnes in l983-tS4and as much as 
19.12 million tonnes in 1984 85 the terminal \ear of the current 
(Sixth) Plan. The annual pioduction potential by then would 
have been raised to 22 million tonnes, implying that the subse¬ 
quent year should VMtncssa fuilher approximately three million 
tonnes increase in the output from this source. As the produc- 
lion from the onshore areas of Gujarat and Upper Assam is 
being pushed up to at least 11 million tonnes a year, wc will be 
producing in 1984“8.s around 30 million tonnes oil, as against 
the current yeai's largetetl output of 16 84 million tonne - and 
Iasi year's 10.52 million tonnes. This exeludes any yield from 
a new area wlicre oil may be struck. 1 he pioduction of natural 
gas, similarly, will go up from the oiNhorc areas very markedly, 
depending, of course, on its uidisation. Icn giant sized fertili¬ 
zer proiecls have been planned on the basis of this gas potential. 
Work on four of them has already started. In addition, 13 nul- 
lion tonnes of J.PO arc slated to be exliacted from the Bombay 
oflshorc areas during the Jive \cars to I9S4-S.5. 

Notwithstanding the travails tlirough which the ONGC has 
passed, tlie new programme is indicative of the fast changing 
oil scene. This should help in drastically reducing the oil im¬ 
port bill, enabling the leleasc of substantial foreign exchange 
for meeting the other pressing neeils of the economy. Lqually 
significant aic the exploration and production expertise, and the 
capability for making idl equipment thal have been built up over 
the past 25 years. 

As a lesult, the ONOC is curicnlly executing an ambiiious 
exploration piogramme both olTshoic and onshore, the em])ha- 
sis, of course, being offshore. 'Fhe objective is to discover 700 
million tonnes in-])lacc geological hydrocarbons (oil and oil 
equivalent of gas) or 165 million tonnes of recoverable reserves. 
Currently ONGC's in-placc reserves arc estimated at 2,4r>3 mil¬ 
lion tonnes oil and 840 billion cubic metres gas—1,772 million 
tonnes oil and 740 billion cubic metres gas offshore and the 
balance onshore. Primary reeovciy methods can yield oil to the 


extent of 328 million tonnes from olfshore and 102 million tonnes 
from onshore reserves. For gas, the figures arc 329 billion and 
26 billion cubic metres, respectively. At current prices, the value 
of ONCiC's recoverable re.scrvcs of oil and gas is Rs 120,000 
eioics. Secondary recovery methods can rai.se these leservcs, 
substantially. Oil India, the other exploration undertaking, 
which from a rt):5() partnership of the Government of India and 
the Biirmah Od Company is being converted into a wholly 
Goveinmer.t-owncd concern, has another 39 million tonnes re¬ 
coverable crude t)il resources in its concessions in Upper Assam. 

Besides developing Bombay High anvl adjacent areas, the 
ONGC's thrust olfshore will he in the basins of Krishna, Goda¬ 
vari, Kiitch and Cauvery and the Andaman area where interest¬ 
ing p().ssibihiie.‘, have cmergLd recently. Onshore, the majt>r 
cndcavtiur will be in Rajasthan, the C'ambay basin, north-west 
Himalayas, eastern India and the areas around the Ganges 
della. New strategies arc to be adopted in some of these areas: 
search for sand bodies in the cxlensiim of ancient deltas under 
the sea a . m West Bengal; exploration in tlie older rocks of the 
Mesozoic age in Tamil Nadu and Rajasthan; and deeper drilling 
ciscw'licic. Olfshore exploration will be extended to the conti¬ 
nental slope, beyond the continental shelf. Oil India has been 
cnlnisicd with the task of exploring the Mahanadi basin, both 
olfshore ai d onshore. Since it has been taken over, its opera- 
lams also can be expected to be enlarged, lill now its activities 
have been confined to Upper Assam and Arunaclial Pradesh. 
Lfforts are also being made to interest foreign explorers in both 
oft^hoie and onshore search for oil in various parts of the 
country. 

Considered to be gro.ssIy deficient in oil and gas resouiccs in 
the mid-f’iliies, having less than half a million tonnes crude oil 
output, we undoubtedly can look forward to meeting our oil 
requirements increasingly from indigenous sources. By 1984-85, 
indigenous oil will suffice for about 70 per cent of the require¬ 
ments, as against slightly less than 50 per cent this year. The 
increasing sophistication being acquired for exploration as well 
as production .should open up new horizons. Fncouraging pos¬ 
sibilities of finding oil are claimed to exist both oflfsluirc and 
onshore. With the raising of the prices of indigenous crude oil 
recently, the need for budgetary support for oil exploration ard 
production luis fallen drastically. The ONGC is expected to 
fmanee its current Plan's investment of Rs 4,787 crores over¬ 
whelmingly from its own resources, the external funds required 
being just around Rs 250 crores. 
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Unity Anyone? 


WiiAi IX) ihc parties that constitute the opposition want > 
'I'owcr How can they |;cl at it' By unitmj, as thc> did in 1^)77 
Or so (hey think This is why there are constant lumours of 
proposed mcrgeis, alliances, clet (oral arrangements e(c I he 
latest move appeals to hive been aborted by Mi MiJIiu 
liniayc's seemingly pitniaturc disclos nc of it The lamia 
Party and the (.ongiess(U) have denied it liotI>, sa^iiie th t, 
come what ma>, they will lelain their identify 

No principle is invohed m this intention of pusc?\ iig 
viitLic All that It mein» i> thit the men who con iilult. iIk 
iiontiank of the lanati Paitv have not lorgistn the I k 
Dal leaders foi the h iv )e they wii light in |979 It also nie i 
that Mi C ha an Singh is not ai ccptablc to Mi D^sai and \Ii 
Uisasihc Icadti the Opposition (which is whit ht w I 
V-soim owing lo his ^0 stionu contingent in l^ailiameni) w i 
the p iitiLS tcj ineigc 

Meanwhile, the 13JP has ala) sensibl> declined to ic 
eiilic d b\ the I ok Dal oveituies si\m« that the RSS is c 
Will surf Kc «it iin and that the eftoit i‘ simply nol woith 
So, foi It put the IIJP IS content to co >perale on spe 
issues without j.cttini.» into the mess that it did alter 1977 Mi 
Chaim Sm di musi be a disappointul man He must h 
concluled (hat something is be'ttcr tian nothing and hoped > 
become Lcadti of the Opposition, a positi m that e lines i t 
only pjtslii'e but also cabinet status with it 


In all such moves, one question must be tacecl 
squaiely will an experiment like that of 1977 woik Piobably 
not, except in the limited sense of cnablim^ the' liaemcnted 
opposition to make some electoial gams The purpose of an 
opposition parts, how eve I is not meiels to oust an ineiimbent 
party but to pio ide whit has come to be known as a national 
alletn itise 

Given the peisoiialilie'^ pi. dilcelioiis and /n r( /hnu of 
(he eiineiil oppositK>ii paitie tins is evliemviy unlike!) if not 
altogether impossible^ I low can one eVeii remotelv imagine 
Mr Dcsii, Ml ( h luin Sin h md Mi \ iipive pullinu together 
aftei what hippcned m J979 » Mi D su tindsto h di missed 
as a faddist, Mi ( h inn Sin h is eompletch discieditcel and Mr 
Vaipavcehi to succes liilly disown his omnns which he will 
not do And then fluie is th d liatme thim^ e died iIk C ong- 
ress(U), ot which the less said the bettei, pai tieiil iris attei the 
exit of Mr ( havan md Mi I lu)' in Ram 

In sum theie is IiilR h p loi iIk men in the Opposition 
With the exception of the BlP uul the Communists all the 
rest are b )und toiMhei iinis bs i shued de ni foi powci 
Alas such is not the stufl ol wIikIi i viable oppoMlion and 
eventually a sueeessful alle Ill itive is built It looks as though 
India will have to muddk along is best is it e in is u has done 
111 th pist 
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The ideal 

run-around 

vehicle 

The many unique 
advantages of the 
versatile Trcl ke*' n ike 
It the most giartral 
vehicle to ut.o for run¬ 
around jobs At 
consifL ction rdes and 
aiiport 1 1 fdctorii 
minc^ Cv quarries, c^nd 
farms fa pl» rtitnns* 
Tat e a lo^ ui v ^'at 
In '' or f (O c I - 
anu vdu II agiC3 I 


• Comfortably seats nine 
(including driver), with 
enough room left over 
for work equipment and 
essential luggage 

• Exceptional diesel 
e^ onomy 

• irries loads up to 650 
I' with provision for 
more if required 

• Highly manoeuvrable 
Equally at ease on both 
town and country roads. 

• E IS/ and economical to 
m'^intain Backed by 
HM s rountiywidc after 
sales service network. 


TrGkK.e s run around vehirlo 
One of several applications 
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HINDUSTAN MOTORS LTD. 
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©py ^bo(i|bts 


¥NiERNArioNAi (ONFfRi NCLs ofi energy 
-*■ are usually a waste of energy. Mis 
Indira Gandhi has been hogging news¬ 
paper headlines and prime TV time 
thanks to her exploits in Nairobi, where 
she delivered the keynote address at the 
UN Conference on New and Renewable 
So**#ces of Lncrgy News reports assure 
that Nairobi was positively brimming 
with energy in anticipation ot Mrs 
Gandhi’s immortal words ( crlainly all 
sorts of offiLials and hangers-on displayed 
an incredible amount of energy jostling 
for a place in the Indian delegation. 
This so exhausted them lhat they will 
doubtless take a well-earned rest at the 
conference itself. 

Mrs Gandhi hciself set the trend. She 
was so pooped after delivering the key¬ 
note address that she decided she needed 
to renew her energy, and pushed off to 
the Masai Mara wild game park. She 
was scheduled to participate in a “firc- 
^o^^J match” in Nairobi, but decided 
a holiday in Masai Mara was more 
worthwhile. Some people weie upset at 
this, but not me. I entirely agree with 
Mrs Gandhi lhat time spent at a game 
park is more fiuitful than time spent at 
an energy conference But since we are 
agreed on this, what was the need for 
Mrs Gandhi to go to Nan obi at all ? If 
she is really interested in the conserva¬ 
tion of energy, surely she should have 
conserved hei energy and stayed at home. 

It may be argued that the tup was 
necessary in view of the honour done to 
India by asking Mrs Gandhi to deliver 
the keynote address. There is a fair 
amount of force in this logic But 1 fail 
to understand what her grandchildren, 
Rahul and Priyanka, were doing in 
Nairobi. Arc we to deduce that Mrs 
Gandhi regards them as sources of 
renewable political power ? 

Journalists are a pompous lot 
who hate to admit a mistake when 


they make one But the recent arrest 
of members of ihc Tyagi gang of 
dacoits in Delhi and elsewhere is an 
occasion where nn professional brethren 
and r must eat crow When the famous 
Maya lyagi aflair in Baghpat eiuptcd 
last year, we weic so overwhelmed by 
the stripping and parading in the nude 
of a pregnant woman that we were 
unprepared to Kdievc anything the 
police said We hooted with derision at 
the police version that Ishwar Tyagi 
(Maya's husband) and his associates 
were dacoits killed in an encounter. 
Instead we all sw.illowed Maya's version 
that her husband and friends were inno¬ 
cents sitting in a car when a policeman 
molested her; that Ishwar Tyagi and his 
friends beat up the cop, and that the 
cop in pique c^i^ic back with other 
constables and diot Ishwar and his 
companions in coM blood I personally 
was outraged larmoie by the multiple 
murders than bv the molesting of Maya, 
it seemed to me a scandalous case of 
the police acting as executioners just to 
satisfy their petty toos, and then Iraming 
a charge of dacoitv on the victims. 

^^oday I am m i chastened mood It 
now seems clcj beyond a shadow of 
doubt that Ishwar lyagi was in fact pait 
of a ducoit gang \nd this lends ciedencc 
to the police vc;sii>'i that he was shot in 
an encountei It liardly seems credible 
that the police shot three innocents in cold 
blood, and that tlu '"innocents” fumed 
out by fluke to be <l icoits 

Nothing can possibly justify the police 
action in strapping Maya Tyagi, foicing 
a lathi up her vagini, anJ paiading her 
naked to the poi'cc station It does 
not matter that she had links with a 
dacoit gang. Even a female dacoit is 
entitled to be treated as a human being. 
The barbarity of the police has to be 
condemned. 


But it also needs to be admitted in 
retrospect that Maya Tyagi is now a 
proven iiai. Hei tale about hei husband 
being an innocent farmer unconnected 
with dacoits was obviously false. Her 
accusation of rape in police custody was 
rejected by (he inquiry commission which 
investigated the matter. She has been 
grievously wronged, but she is no 
paragon of virtue herself 

1 should have smelled a rat much earlier. 
When the protest about the Baghpat 
incident was at its height, Maya Tyagi 
chose Mr Rai Narain as her personal 
champion That alone should have made 
me suspicious As Ihcv sav, birds of 
a feather flock together 

llTTiiiMviR things seem gloomy here, 

™ one only has to look across the 
border at Pakistan for comic relief That 
country has iust prohibited the media 
from the use of women for commercial 
purposes. No. this is not a move 
against the purchase of women by Indian 
L\pres\ reporters Jt is aimed against 
the use of women in advertisements. 
Apparently photos of pietty giiIs posing 
with a can of baked beans oi a pressure 
cooker are against the basic tenets of 
Islam The Ministei foi Information 
and Broadcasting Icaicci that the insti¬ 
tutions ol marriage and family would 
Cl umblc if sexy girls appeared on the TV 
screen with a bottle of Coca Cola The 
Information Sccietary endorsed this view, 
but added that the prohibition should 
apply not only to TV hut to all media, 
including newspapers. 

The really funny thing is that the ban 
against the use of women tor commercial 
purposes applies just t(> the media. 
Apparently it is quite in (»rdci for indivi¬ 
duals to use women for commercial 
purposes. 

Swaminalhan S. Aiyar 
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How US Investors Look at India 


At tHB sixth annual session of tho India- 
US Business Council, held in Washington 
on June 23 and 24 this year, several 
issues were discussed relating to measures 
for expanding trade and investment 
between India and the ITSA. The high¬ 
light of the meeting was a paper presented 
by the Indo-American Chamber of 
Commerce, in the course of which the 
working of a number of Jndo-US 
ventures operating m India was analysed 
in detail. The study included Kirloskar 
Cummins, Mahindra and Mahindra, 
Hindustan Aluminium Corpn, Grind- 
well Norton, Goodyear India, Johnson 
and Johnson, Pfizer, Union Carbide and 
Carborundum Univeisal, all of which 
have collaboration agreements with 
American corporations Of the 30 
compcinics included in the study, l"^ 
have American equity in excess of 40 
per cent. The rest have 40 pei cent or 
less equity. The peicentage of US 
equity vanes from 14 6 in the case of 
Mahindra and Mahindia to 75 per cent 
in Pfizer and Johnson and Johnson 
The study shows that India continues to 
be highly attractive to foreign private 
investors, despite delays and difficulties 
arising from buicauciatic regulations and 
procedures. 

The main findings of the study arc: 

There has been appicciable growth in 
profits turnover, assets, dividends, equity 
capital and retained earnings of all indo- 
Americon ventures. 

Appreciable Growth 

Combined sales of all the companies 
grew at an average annual compound 
growth rate of 16 per cent in the period 
1975 to 1980; gross profits registered a 
15.2 per cent annual growth, dividends 19 
percent; retained profits 17 8 per cent; 
and equity capital 28 per cent 

Somewhat unexpectedly, growth of net 
profit aftertax (NPA7) was higher, at 
14 1 per cent, than net profit bcfoic tax 
(NPBT), 12 9 per cent. Financial ratios, 
such as NPBT/nct worth, NPAT/nct 
worth, dividends/NPAT and retained 
eamings/NPAT fared ‘‘reasonably weU*’. 


Assets expanded briskly. Gross fixed 
assets grew at a higher average annual 
compound rate (13 per cent) than total 
assets (12 per cent)—indicating that 
Indo-US joint ventures continued to 
expand despite restrictions imposed by 
the loreign Exchange Regulations Act 
(FERA) and also that some emphasis 
was placed on long-term productive 
resources compared with short-term 
resources or current assets. This latter 
trend was particularly noticeable in the 
case of engineering industries, which 
expanded their gross fixed assets at a 
15 per cent rale. 

The turnover of the companies doubled 
during the five years, rising from $710 
million in 1975 to $1427 million in 
1980—an average annual compound 
growth rate of 16 pei cent. 

Companies producing engineering 
Items and consumer products developed 
their sales by 18.33 per cent and 17 per 
cent, icspectivcly, with pharmaceuticals 
and chemicals recording growth rates of 
13.6 per cent and 12 6 per cent Com¬ 
panies involved in manufactuiing tyres 
and rubber chemicals, however, fared 
pooily, having three per cent growth. 

Revealing Figures 

But It was the picture relating to 
piofits that was most revealing Gross 
profits grew at an average annual com¬ 
pound i ate of 15.2 percent. With com¬ 
panies m engineering and consumer 
products picking up 20.6 per cent and 
J7 per cent, respectively. Gioss profit 
as a peicentage of sales was 23.4 in 
197^, but slipped to 22-5 pei cent in 
1980 “owing to rising costs ot materials, 
equipment, supplies and wages’’ 

In absolute terms, net profit before tax 
rose from $84.8 million in 1975 to $137 4 
million in 1980, and net profit after tax 
from $34.9 million to $62 ? million. 
Thesupciior rate of growth of NPAT 
(relative to NPBT) “is indicative of the 
continuous enhancement of vaiious tax 
concessions”. 

Industry-wise, the lion's share of the 
aggregate NPBT (62 per cent) accrued 


in the fields of chemicals and engineering 
industries in 1975, with the share of 
chemicals at 39 per cent and engineering 
at 23 per cent. The position was quite 
different in 1980, with 50 per cent of 
NPBT going to engineering and only 
25.6 per cent to chemical and allied 
industries. 

The return on shareholders’ investment, 
as measured by NPBT/net worth, 
increased from 46 per cent in 1975 to 
49 per cent in 1980, while the NPAT/net 
worth ratio during the period averaged 
19.5 per cent. These ratios “indicate 
good performance in terms of return on 
shareholders’ funds”. 

Escalating Dividends 

Dividends for the 30 companies grew 
at an average annual late of no less 
than 19 per cent during the live-year 
period, rising from $16.5 million in 1975 
to $30.9 million in 1980. Cainings re¬ 
tained each year giew by 17 8 per cent 
during the period. 

While the average lutio of dividends to 
NPAT was maintained aiound 50 per 
cent, the increasing rates of profits 
allowed companies to “perform well” in 
terms of escalating dividends and driving 
for internal capital expansion. 

In fact, in 1980, companies which dec¬ 
lared dividends to the extent of 12 per 
cent or higher on par value foimed 56 
per cent of the sample. One result was 
that “the high dividend payment policy 
had a direct impact on their share values. 
Reflecting this, the current market 
values of the shares of some of the com¬ 
panies in the sample stand at more than 
ten times the paid-up value. 

“This goes to show the financial 
strength of the companies and the buoy¬ 
ancy of the capital market, besides 
illustrating the long-term growth pros¬ 
pects for joint ventures in India”. 

The net worth of the 30 companies 
during 1975-80 grew by 12.3 per cenr 
annually, rising from $256 million to 
$455 million. Equity capital increased 
much faster by 28 per cent reaching a 
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level of $172 million in 19S0 compared 
with $99.8 million in 1975. 

The well-known “come hither” point 
India being a reservoir of cheap 
labour power combining the advantage 
of rising productivity is made briefly, 
but tellingly in the study. Wages, salary 
and bonus (WSB) grew during this 
period to a level of $123 million, re¬ 
presenting a 12 per cent annual growth 
rate. But the real point (according to 
the calculation by the Indo-Amcrican 
Chamber of Commerce) was that “for 


ev^ry employee*s WSB dollar in 1980, 
approximately a sum of $12 in sales was 
achieved, generating $1.12 in profit before 
taxes and 51 cents in profit after taxes”. 

“This stood favourable comparison 
with the figure for 1975, when nine dollars 
in sales were achieved per WSB dollar, 
generating one dollar in profit before 
taxes and 45 cents after taxes”. 

There may be perpetual cavilling at the 
level of corporate taxes in India, but the 
specific conclusion dtawn about the 
relevant “burden” of these 30 companies 


in the period 1975 to 1980 is revealing. 
Provision for taxation rose from $47.9 
million to $75.7 million. 

But actually, there was “a continuous 
decline in the effective tax rate”—from 
57.96 per cent in 1975 to 55.3 per cent 
in 1976 to 55.1 per cent in 1977 to 52.9 
per cent in 1978 to 48.5 per cent in 1979 
to 48.4 per cent in 1980. The reduction 
in surcharge on tax for the corporate 
sector in 1981-82 is estimated to bring 
down the average effective tax rate by 
another two to three per cent. 


Breakthrough in Solar Energy 


Photo voi lAic cr LI arrays may become 
an economical souice of electricity, upon 
the successful conclusion of an extensive 
research project now ccinductcd by a 
team of Hebrew University scientists, 
headed by Prof Renata Reisfeld. The 
work is supported by the Israel Ministry 
of Fnergy and Infrastructure and the US 
Department of Energy. 

Cells that convert impinging light to 
electricity have been known for years; 
entire arrays have been put to good use 
^ many instances, and primarily so on 
'Vtellites and space probes. However, 
those applications also indicate the sys¬ 
tem’s shortcomings; at $20,000 per 
installed kilowatt, they are practical only 
for very special purposes. 

Past efforts to bridge that economic gap, 
by concentiating isolation and thus 
increasing each cell’s output have had 
only very limited success. By concentra¬ 
ting light, heat also is increased ~ and 
the cells now available tend to fail when 
temperatures go too high. 

Prof. Reisfeld and her associates pro¬ 
pose to overcome that obstacle through 
the use of a radically new concentrating 
device. They are treating sheets of glass— 
both by coatings and by alteration of the 
glass itself-—so that some of the light 
.^that impinges on the surface of the glass 
^is absorbed followed by fluorescence 
emitted in concentrated form through 
the sheet’s edge. Not all the light will 
do that, but primarily those wavelengths 


which arouse tliL best response from 
photovoltaic cells 

Those cells do not react equally through 
the entire spcctmm of visible light. 
Wavelengths of more that one micron 
have no benefici.il effect whatsoever, but 
only cause trouble, by warming the 
photovoltaic cell Electricity is produced 
by wavelengths Imm about 4000 to 9000 
angstrom, with Hu highest rate of con¬ 
version at about SOOOA®. To enhance 
the cells’ activity, Professor Reisfeld gives 
her glass plates ihe ability to convert 
some of the less pioductivc wavelengths 
into more useful imes. 

The partial w ivclength conversion, 
together with the emission of impinging 
light through tlu edges of a sheet of 
glass, make it possible to convert as much 
as four per cent ol insulation to electricity. 
That is a very ni 'dcst conversion rate, 
but the critical l ictor is that there is 
no need to covi» the entire area with 
expensive photovoltaic cells. 


As now envisaged, sueh cells will be 
produced in nariow strips- the techno¬ 
logy for that already exists—to cover the 
glass sheet’s lour edges. Depending on 
the size of the pane, photovoltaic cells 
equal to only a very small part of the 
total area will be needed. The net result 
is that the effective light delivered to the 
solar cells wtII be more intensive, by a 
factor of 40; 1, 60:1 or even more, as the 
panes get bigger. 

The work already accomplished sug¬ 
gests this approach will be practical, 
perhaps to the point where households 
can become independent of outside elec¬ 
tricity supplies. However, caution is 
advised, since data available so far are 
only from the laboiatory, nothing has 
been finalised, as yet, ami there certainly 
has not yet been any attempt at scaling 


up. 


Source : Innovation 
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Economic Analysis 

What Makes Kashmir 


Tick 7 


TuEcioiJDS swirling ovei Gulraurg 
and Pahalgam obscure more than just 
the beauty of the Kashmir valley. 
They obscure an economic perfor¬ 
mance which is as remarkable for its 
robustness as for the singular lack of 
comment it has so far attracted. Jn a 
study earlier this year (Lessons From 
the States, Eastern Evtmomisi^ May 
8) I had discovered—to my astonish¬ 
ment—that the fastest growing State 
in the last decade was Kashmir. 
Between 1970-71 and 1978-79—both 
bumper monsoon years and hence 
comparable—the gross domestic pro¬ 
duct of Kashmir grew at a compound 
rate of 6.3 per cent, outclassing 
Haryana (5.3 per cent), Punjab (5.0 
per cent) and Maharashtra (5.0 per 
cent). 

One has heard oi the green revolu¬ 
tion in Haryana and Punjab and the 
industrialisation of Maharashtra. But 
very little has been written about 
Kashmir’s economy. This is partly 
because the State is so politicised that 
hardly anybody knows of or thinks 
about its economy. It is also because 
politicians of the State are eternally pro¬ 
claiming that it is a desperately poor 
and backward State which is urgently 
in need of more cash from the Central 
Government. Thus instead of adver¬ 
tising its successes, the State has 
concentrated on advertising its pro¬ 
blems. 

What makes Kashmir tick ? On 
the face of it, the State's economic 
miracle looks most improbable. The 
stench of corruption is everywhere, 
olficialdom as unresponsive and 
exasperating as anywhere in the 
country, and every Kashmiri givc.s 
the impression of a brigand out to 


Swamlnathan S. Alyar 

loot the visiting tourist by all means, 
fair or foul. Besides, the geographical 
position and environment of the State 
makes it a most unpromising area for 
development. It is far away from most 
markets, its high mountains render 
transport dillicult and railways impos¬ 
sible, its severe winter makes it impos¬ 
sible to reap more than one crop a 
year, its hilly terrain limits drastically 
the land available for cultivation, 
rainfall in very scanty and illiteracy 
is high. If despite these dillicultics 
Kashmir has pro.spercd, it is because 
it has followed, even without know¬ 
ing, the South Korean trail of develop¬ 
ment (sec box). 

India's planners have for three 
decades followed a policy of massive 
investment in large public sector 
projects which have typically generated 
little employment, displayed a high 
and worsening capital-output ratio, and 
incurred large financial losses. Kashmir 
has been spared this well-meaning 
folly because of its remoteness, its 
lack of infrastructure and defence- 
related problems. So it was forced 
to look to other alternatives, and this 
turned out to be a blessing in dis¬ 
guise. It turned its mountains from a 
liability into an asset by concentrating 
on tourism. It turned its cold climate 
from a liability into an asset by 
emphasising horticultrual crops which 
could not be grown on the plains of 
India. Its inability to attract public 
sector white elephants forced it to 
turn to handicrafts and other labour- 
intensive industries, with splendid 
results. It necessarily had to depend 
on private enterprise on a wide-scale, 
but backed this with promotional 
Government policies. When the 
planning era began, it was anticipated 


that Bihar would prosper rapidly, 
while there were fears that Kashmir 
would languish. If the results have 
been quite antipodal, it only demons¬ 
trates the signal conceptual failure of 
Indian planning. 

The most important structural 
Government reform aimed at harnes¬ 
sing private enterprise was the land 
reform of 1950. A ceiling of 23 
acres was not merely announced but 
firmly implemented, and in subsequent 
years this was reduced to 10 standard 
acres. Elsewhere in India land reform 
has remained a paper excicise. But 
in Kashmir, operational holdings of 
more than 25 acres hardly exist at 
all. The subsequent success of 
Kashmir's agriculture owes much to 
this initial reform. 

Rice yields in the Kashmir valley 
are extremely high, up to three tonnes 
per hectare, which is comparable with 
the best results in Punjab. However, 
the comparison is misleading. Because 
of the very scanty rain in Kashmir, 
all paddy land is irrigated, and does 
not suffer from waterlogging in the 
monsoon. The cold weather is also 
conducive to high yields, and the time 
spent by the crop in the fields is much 
longer. Indeed, after the original 
impetus given by land reform, rice 
cultivation in the State has not 
been given enough attention. It is 
rare to come across farmers trans¬ 
planting paddy in neat rows, and 
the consumption of fertiliser is far 
below the national average. This is 
because field extension has been neg¬ 
lected in Kashmir, and the area under 
high varieties is much lower than 
warranted by the irrigated area. Both 
these deficiencies are now being made 
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‘^Korean Miracle in Kashmir** ! 


Readers may lhit,k it ralltet far-fethced to liken Kashmir to South 
Korea But if one looks into the matter a little decj er, one discovers 
so many parallels that the\ cannot be dismissed as o mere co'm nleiuc 

Korea IS the fastest t»rowin(* economy in tlienoild Kashmir is the 
fastest throwing State in India The cconomu Uike-o/J of South Korea 
was ensived by extensive land reforms Kashmir the first State m 
India to implement exhaustive land reformas Ion ^ o 7 ; as' 1050, South 
Korea has one of the most e^ahtirum distributions d imomc amon^ 
the devehpinff (owihics, Kashmir is the most t 'iilitaiian State m 
India, Korea lays yreat emphasis on health and Ineiacv. Kashmn 
i has the hiehest doctoi patient ratio m India Its hit 1 ary rate is onl\ 
26 17 per (cnt, hut this reflet ts mahity adult illite/acy. Tin re /\ a 
St lufol in e\er\ xillove in Kashmn^ so that hit rat \ ninm* dnldnn is 
very In ih 

Jhe pii\ate sCt toi IS the motive force of f*iow'ih I Knica, with the 
Government piayim* a supportive and catahtu role The same is true 
of Kashmir^ wfiich (unlike Bihar) has been spared ma nvc unproductnc 
invcstnvmx m public sector wdiite elephants Ktrea i>tf ialis(d, to bey in 
w'l/h, 111 labour-intensive industnes like textiles Ih rs what Kashmn 
is doing, with Its emphasis on tourism, hortindtioi and handa rafts 
While Indian phinners have always been obsessed n i liea\y indus/r\ 
and have let unemployment grow incxorahl\\ thcK is hardly am inn 
employment in Korea and some hihour is heini^ imp< ifed. In Kashmir 
too^ there is hardly any unemployment (in the sumnu 1 n,onths) and labour 
is imported Itom Rafasthan and Bihar Kona has < otn r itr^tcd on export 
j onented mdustnes Kashmir's hamluraft inJustn i rxpart-oi ienfed 
(Rs 4's crores wotth is expot ted out of a pioductior ef Rs 6(i (tores) 
and Its tourist mdusti i (ptah/ics in main n ays as at > nut unlusti j too 
Korea has In nefited by spccudtstng men tarn fields in Tad of aiming at 
general self'Suffieu IK \ Kashmir too r (omcntKt us* on specialisa¬ 
tion, and all the fastest grow'ing products flint, (toi ts, nuts, hops 
are aimed at markets in othei 'stau s or countries 

The South Kmean Konomy has hcncfitid fnm > large US Ainn 
presence. Kashmir has bcnelitcd from a large B'di i 'irm\ piTseiin 
Both armies have injected a lot of spending pawn fi 0 outside. South 
Korea has benefited from large dollops of jorcigii ei 0 omic assistaiuc 
Kashmir gets the highest pn (ap^ti! Central assisfan of any State in 

India 

It cannot be an\b<nl\'s contention, of course 'hat Korea and 
Kashmir are identical. There are glaring diffein v for all to sev 
South Korea IS super-eflicient while Kashmir is not ^oica ts now an 
important industrial power, while Kashmir remains n overwhelmingly 
agricultural economy But despite these diffcrcm it would appeal 
that the successes of Korea and Kishmir have mam t >'iimon roots 

(This IS an cxlracl f'nnn an aiiulo hv ihi’ .uiihn piihlishrd ni ilio 
Hindustan Tinier on 14-7-I9S1) 
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good. The consumption of fertiliser 
and wccdicidcs has leaped up in the 
last I luce years But much remains 
In be done in consolidating fiarmcnled 
land» and in icpiiring old nngation 
channels ih.it h.ive fallen into des- 
lopair 

The big rigntiiliuial bicaklhioiigh 
m Kashmir has not ken inpiddy but 
in liorticiillurc A St.ite winch is 
It mole Ilf m mirki Isanti lii>.i shoil 
iLMimltiii.il si.ison need to crow 
spvti.ilitv tiopsio lake avJsantage of 
It. nniqut tliniatt< conditiims and 
Ihis IS Ills! whal K.i hinn has dtme 
llorikultiiial piodiKtion i.estimited 
to In Lapiiig iip\\aid> bv 10 \o ls 
pti tcni pci Ntai Indeed the K ishmir 
(lOMrnmtnl has been foititl to ban 
ihe divcilion of padtl\ l.ind to 
oithaids. a detisioii aimctl at getting 
Ihe State dost lo scll-siiflicKTicy in 
lend I he lock ot lli^ i^ fai from 
tlcar ll m.lU^ no moie sense tor 
Kashmn to bt .elf suflicieni in iilc 
I lian foi Piiniab In he ‘clf , itikient 
in < berries Win should Kashmir not 
cxpoit chimes to Pnniib md irnpoil 
nee from I Inn ^ 

Ibt hnMM iilliii d ( mphasis was till 
reL*niK 0.1 apphs and ( <idl)inv has 
now sd up an expoi 1 on« lUtd apple 
LOiccliatt luloiN in ihe \ ilky Rut 
iheic IS iku\ I dull towaiiis mils, 
which hav( flu ad\ania‘N of bemt' 
mm-pc.ishabk \ inaioi dine is on 
hand fo i xpariil ihe oiitpui of w.limits, 
ahikind and t hileo/a Walnut irces 
tradition illv lake I ' \v a< to vield 
liuil bill III a U’cbiiolo u .lie now 
b.ing iiilMuhkid Ibnddim^ in summer 
ami eialling in winter) whkh will 
SKklinilurt tins m i\ \t in I Iiin- 
slitlKd iImioikK III m bilUi almond 
rool lod in hi III|H pukiiiscd, 
whkh will matiin m iiisl liiui >cais 
( hiigo/.i pi laLhi ) Hid ha/e Imits ate 
ollki lice. being ciuoii aged, and 
initial ‘liidic siiiM*t SI tint ohv. ' l in 
Iv .1 nione> ‘piiiii< 1 

Olhci tiops which lu eiowiiigal 
ilmosi an esponcntial pact arc mush- 
100ms and hops Ihcse .igdin arc 
vciy high value eiops which make 
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maximum use of the Slate's climate. 

Agriculture is labour-intensive, and 
so is tourism. Tourist arrivals in 
Kashmir have been increasing at a 
compound rate of 13 per cent per year, 
an inllow large enough to boost any 
economy. Jt is dillicult to quantify 
the value of tourism, as it includes 
many things like food, purchases of 
handicrafts, transport and entertain¬ 
ment. Mr. E.P.W. da (?osta made a 
study some time ago suggesting that 
tourism in all its ramificaiions may 
have accounted for 20 per cent of 
Gross Domestic Product in 1972-73. 
If so, the figure must be much higher 
today, 'fourism has a considerable 
multiplier effect on employment, and 
the opening of new tourist centres 
injects hu^c sums of money into for¬ 
merly impoverished areas. 

Kashmi/'s emphasis is on netting the 
big fish, not the janala traveller. It 
may come as a surprise to readers to 
know that tourists to the valley num¬ 
ber only eight lakhs, while ten limes as 
many visit the Vaishno Devi shrine in 
Jammu province. Indeed, the 8,000 
odd tourists visiting Lch probably 
spend as much as the eight million 
who go to Vaishno Devi. 

Every Kashmir Government has 
sworn by socialism, but the success of 
the Kashmiri economy owes an unpay¬ 
able debt to the failure of socialism 
in the rest of India. Those who have 
grown rich are spending their millions 
in trips to Kashmir, living in posh 
hotels and buying silk carpets, pash- 
mina shawls, and carved walnut furni¬ 
ture. There can be litfle question that 
much of the money spent by tourists 
in the State is black money, and it 
would be a disaster for Kashmir if 
some stern Govcinmenl in New Delhi 
^suddenly pul an end to unaccounted 
incomes. 

Kashmir's tomisl facilities are most 
inadequate. They have not expanded 
nearly last enough to keep pace with 
the burgeoning inflow of tourists. One 
problem is that the peak season is only 
from May to July, and arrivals drop 
off sharply thereafter. 1'his makes it 


tricky to invest really large sums. Yet 
a recent auction of a hotel plot in 
Pahalgam fetched an unheard of sum of 
Rs 36 lakhs, proving that there is plenty 
of money in tourism despite its seasonal 
nature. The State Government needs 
to develop a great many new centres 
to reduce the pressure on Srinagar, 
Pahalgam and Gulmarg. Its plea of a 
lack of funds is quite unconvincing. It 
owns hundreds of tourist huts which 
arc rented out at ridiculously low 
rates. A tourist hut in Pahalgam may 
cost no more than Rs 45 per day, while 
the commercial rate for the same hut 
would be Rs 400 per day. A two- 
bedroom suite in Daksum costs just 
Rs 15 per day. If the State Govern¬ 
ment simply auctioned all its existing 
tourist huts in established resorts, it 
would raise more than enough cash to 
build new resorts. Once these new re¬ 
sorts arc established, the Government 
can once again auction its huts and 
move on to yet more areas. Thus it should 
be recycling its resources for the great¬ 
er good. As things stand, the tourist 
huts at throw away rates arc booked 
by VIPs who enjoy highly subsidised 
holidays at the State's expense. Sub¬ 
sidised huts are certainly an important 
aspect of any promotional tourism, 
but the day has long passed wlien 
Pahalgam or Gulmarg needed any pro¬ 
motion. Subsidised accommodation 
should be restricted to new resorts. 

Kashmir has always been known for 
handicrafts—silverware, shawls, papier 
mache, carved wood—but the handi¬ 
craft that has really taken off In the 
1970s is carpet-weaving. The emergence 
of Iran as an oil power virtually finish¬ 
ed that country us the world'.s leading 
maker of oriented carpets, and it has 
been left to India, Pakistan and China to 
iill the void. Kashmir’s carjxjl industry 
now accounts for two-thirds of all 
handicraft production, employing 1.75 
lakhs out of a total of 2.75 lakhs. 
Handicraft production is estimated 
around Rs 60 crores this year, of which 
Rs 45 crores will be exported. At pre¬ 
sent there is a serious slump in carpets 
after years of boom. The German 
market, which is easily the biggest 


export outlet, has collapsed because of 
the downward float of the Deutsche- 
mark, which has made carpet imports 
in Germany very expensive. However, 
there is no reason to suppose that this 
is any more than a passing phase. 
Kashmir’s emphasis on handicrafts 
has helped boost employment. What is 
more, the employment has been in 
sectors which need no subsidies, and 
are in fact highly profitable. 

The overall investment strategy of 
our planners has made the grave 
mistake of not merely permitting but 
encouraging the proliferation of uncom¬ 
petitive industries as a matter of policy. 
On the one hand we have been building 
capital-intensive heavy industries which 
have to be .sheltered from imports, which 
are generally far cheaper. On the other 
hand we have been subsidising ineffi¬ 
cient, labour-intensive industries like 
hand looms, where wages can never rise 
above starvation level because of low 
productivity. Both Korea and Kashmir 
have gone in for industries which 
are competitive, which arc pro¬ 
fitable and do not require subsidies. 
And all this enable.s the payment 
of high wages—it is only competitive, 
productive industries that can afford 
to pay their workers well and yield 
surpluses for future growth. Thus 
the casual labour rate in Kashmir is a 
fantastic Rs 20 to Rs 25 per day in the 
summer, and labour has to be imported 
from Rajasthan and elsewhere. Even 
beggars arc imported from other 
States—Kashmiri have better ways of 
fleecing the tourist. The Kashmiri 
carpet weaver can earn Rs 45 per day, 
while the Bihar handloom weaver earns 
barely Rs 6 per day. Nothing can 
better sum up the difference between 
productive employment based on cost 
advantages, and unproductive employ¬ 
ment based on subsidies. 

What are Kashmir’s weak points ? 
There arc many. First is the lack of 
realisation by the State's politicians of 
the reasons for its success. There is a 
constant prattle about socialism and 
the evils of capitalism, whereas in fact 
the success of the State has largely 
hinged on private enterprise backed by 
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Government promotional activities. 

But there are shrewd men around like __ 

the Finance Minister, Mr D.D. Thakur, 
who are now grasping the reality. Thus 
a couple of sick units have been hand¬ 
ed over to big business houses for 
revival despite Opposition protests. 

The inefficient Government monopoly 
in sericulture has made Kashmiri silk 
very high priced, and proposals are 
now afoot to disband this monopoly. 

However, a new ideological strategy 
needs to be clearly stated and imple¬ 
mented The State has a major lole to 
play in developing the infrastructure, 
promoting new tourist resoits and 
^ nandicrafts, in providing SDcial services 
like education, health and housing, and 
in agricultural extension, both in 
cereals and horticulture. But the rest 
of the field should be set Ircc for pri¬ 
vate enterprise. 

The State has so far neglected 
power development woefully. Its 
mountainous terrain naturally pro¬ 
vides a huge hydcl potential, but very 
little has been developed. And trans¬ 
mission losses in power, according to 
one version, aic a phenomenal 47 
pel cent. This kind of inefficiency is 
by no means unique in Government 
depaitments. 

Despite its strident growth in the 
197Ps, the per capita income of Kashmir 
is just under the national average. One 
reason is that it started from a very 
low base. The other is that family 
planning has fared very poorly in the 
State. The birth rate actually went 
up from 31.6 per thousand in 1972 to 
32.7 per thousand in 1978, according 
to sample registration data. 

The State has benefited from large 
infusions of Cential assistance. Along 
with Himachal Pradesh and the North- 
Eastern territories, Kashmir gets 
Central aid under a special formula 
which is generous. But this is not the 
only reason for its success. Himachal 
Pradesh has all the financial advantages 
of a special formula State as well as 
proximity to the north Indian plains, 
yet it has developed at a much lower 
pace than Kashmir. 


Jammu and Kashmir 






Percentage Variation over the Previous Year 
in Total Net Domestic Product 
(At Constant Prices) 
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119.86 

63.2 
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17.81 

33 20 

86.41 

Transport, C ummunicalions 

11.30 

15.38 

36.10 

Trade and storage 

8.17 

10.10 

23 62 
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22.38 

37 85 

69.12 


Kashmir’s voist failing is that it 
remains so p.ithelically dependent on 
Central aid. Nv>t only is its entiic 
Plan expcndiluri met by the Centre, 
even piut of its administrative expendi¬ 
ture has to be defrayed by Cential 
grants. This is a dcpioiable state of 
affaiis. The Sale can no longer 
claim to be citlur poverty-stricken or 
a low-gro\\lh aiea. It is one of the 
most dynamic in India- There can no 
longer be any cuuse for its dependence 
on New Delhi. 

Sheikh Abdullah has made a stait 
in reducing ihi*’ dependence by the 
gradual aboliii^ai of the food subsidy 
which at one time ate up Rs 23 ciorcs 
per year. But this is not enough. 
There must be a sterner effort at 
raising revenue. Sales tax revenue can 
be increased rapidly. It is absurd 


that the .sales tax c\en on a luxury 
item like silk carpi, ts is only four per 
cent, on the specu^us ground that it 
is a handiciafl Refcicnce has already 
been made to the very low rates at 
which Government tourist huts are 
rcnl:d out. The power tariff is low, 
and It IS essential to cut down trans¬ 
mission losses and enhance the re¬ 
covery of dues. 

Kashmii holds many lessons for the 
rest of India. But it also needs to 
learn from otlicr States like its southern 
neighbour, Punjab. Although Punjab 
has the lowest Cential Plan aid per 
capita, it boasts the hugest Plan in¬ 
vestment per capita. This is the true 
measure of a dynamic State—its dyna¬ 
mism is self-sustaining, and does not 
depend on lollipops from New Delhi. 
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In the Nation 


Industrial Sickness 


Till Union Deputy Minister of 1 inance, 
Mr Maganbhai Barol, during his visit to 
Bombay earlier this month took the op¬ 
portunity to meet the chief executives of 
financial institutions to discuss the pro¬ 
blem of growing sickness in mdustry and 
the mounting ovciducs of boriuwers to 
financial institutions and banks. He indi- 

'cd that the government would take 
'suitable legislative measures for facililuiing 
early revival. 

It IS easy to understand the Govern- 
menfs concern. In the 12 months ending 
June- 19K0 the number of closed large and 
medium scale units being revived with 
bank and institutional assistance rose to 
390 from 345 during 1979. The niimbei 
of such units in the small-scale scclt)r was 
as high as 20,700. It is estimated that 
more than Rs 1500 crorcs of bank credit 
is currently blocked in sick enterprises in 
the large and medium scale sectors and 
Rs 250 ciores in the small scale sector. 

No Clear Concepts 

s 

In Its 24th repoit on IDBl submitted to 
Lok Sabha in April, the Coinmitlcc 
on Public Undertakings pointed out that 
of the 122 units assisted by financial insti¬ 
tutions like IDBI, IFCT and ICICI as on 
December 1980, 84 were handled by IDBI 
for rehabilitation upto .lunc 1980. The 
committee felt that the monitoring and 
rehabilitation of the sick units all over 
India should be the responsibility of IDUl. 
It also held that at present theic seemed 
to be no clear concepts as to which type 
of units could be regarded as sick. Also 
there was some duplication of effort bet¬ 
ween RBI and IDBl. 

Mr N.N. Pai, Chairman of IDBl, who 
spoke at the Bombay meeting, while out¬ 
lining the various steps that the financial 
Ni institutions are contemplating to tackle 
the problem more effectively, referred to 
particularly the concept of data bank. 
This, he said, would aid better appiaisal 
of the entrepreneurs by having knowledge 


about theii Lredit rating on the basis of 
their past track iccord. The data bank 
would also pii)\idc ready information 
about the supplicis of machinery and 
equipment, then price etc. and thereby 
help realistic c^iiiutes of project cost and 
thus avoid overiuns. He also disclosed 
thill the instilulums were vvoikiiig on a 
proposal foi the uealion of a cadre of c\- 
pciicnced pioffssuuials in various discip¬ 
lines who will as tioublc shooters and 
bridge ihe delitkiiLies in management of 
assisted units wIn.iever necessary. They 
were further laKii steps to stieaniliiic the 
funclioningoF nuinincc directors to enable 


T. T. Vijayaraghavan writes 
from Bombay 


them to play a more clFccti\c role in 
monittning the performance of assisted 
units without at me same lime interfering 
in thcii day-lo da management. Mr S.S 
Mehta, Cliaii man of JCICT, went a step 
further and sard mat quasi-jiulicial powers 
should be vested \ith the institutions so 
that ‘rccalcitrai» managements of com¬ 
panies could be ^ anged Since the insli- 
lulions weie LM'‘‘»iencnig difficulties in 
the lectrvery <d tines, especially from sugar 
units, he urged mil recovery of institu¬ 
tional loans sht>' d be treated on par with 
arrears of land u'enuc. 

It is now w id ly recognised that the 
spread of indu nial sickness not only 
slows down the pace of new investment 
but also alleti^ the profitability of 
lending instil lit K' l'i themselves. The pro¬ 
gress of the Cl 'vcrnment’s scheme for 
company amalga nations has been tardy. 
Despite the libel a' tax concessions given 
under Section "-A of the Income-tax 
Act, the nunibci of take-overs of sick 
units by healthy ones has not been many. 
It would appear that only about a dozen 
proposals for mergers have been cleared 


by the Government. It is in this context 
that the recent decisions of the Reserve 
Bank to set up a committee to go into the 
problems being faced by the commercial 
banks and financial institutions in rehabi¬ 
litating sick units should be seen. The 
committee will identifj the mam constra¬ 
ints to ichabihtation of sick units, review 
the existing ciitciia adopted by banks and 
financial institutions in dctci mining the 
suitabilily ofa sick unit foi icvival and 
recommend modifications, it will also 
identify the factors inhibiting expeditious 
mergers of sick units with the healthy 
ones and suggest remedial measures. 

It IS obvious that the Reserve Bunk 
wants the banks and the term-lending 
institutions to reduce the funds blocked in 
sick industries so that they may have 
more icsources for then normal lending 
operations In the latest Currency and 
Finance Report, the Reserve Bank has 
made it clear that if the uTiabilitation 
programme had to be taken up mainly on 
‘socio-economic considerations’, it was 
necessary that equitable sacrifice should 
be made by each bank 'financial institution 
as also by the owners of the units, other 
cieditors, Government, labour etc. 

Undue Importance 

Mi N.N Pa I was more explicit. Speak¬ 
ing at a function in Bombay he pointed 
out that It was wrong to pay undue impor¬ 
tance to the theory of reviving sick units to 
health by injecting more and more funds. 
He asked whethci tlie undeserving units 
should be helped because thc> were sick. 
His experience was that the majority of 
the sick units suffered because of mis¬ 
management and diversion of funds for 
non-industrial purposes. “It is time”, ho 
said, “that we strengthen growth forces in 
the short run si> lliat in the long run 
equity objective can be better served”. 

It would appear that the Government 
iticlf is now taking a serious view of 
reports of possible collusion between die 
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commercial banks and management of 
sick companies in diverting bank loans 
provided for revival of these companies 
to other uses. There have been cases, it 
is pointed out, of many textile companies 
taking bank loans ostensibly for revival 
and rehabihtatioii but diversifying into 
activities unrelated to the textile industry. 
What is surprising is that they even 
manage to show profits while the textile 
plant and machinery continue to remain 
either obsolete or unusable. 

Even when there is no collusion as 
reported in some instances, the banks 
cannot wholly escape blame for the 
emergence of industrial sickness. After 
all the first symptoms of sickness could 
be known only to the bank manager. 
Revival should, therefore, start at that 
stage. If it docs not start, it speaks 
poorly of the bank managements. It is 
also generally true that banks, despite 
their large financial slakes, do not keep 
a close watch on the performance of 
assisted companies. Perhaps the RBI 
committee would go into the banks’ 
present system of monitoring credit 
utilisation by industry and suggest 
measures to thoroughly streamline it. 

Substantial Stakes 

It must, however, be said in lairncss 
to the banks and the term-lending insti¬ 
tutions that substantial stakes have been 
assumed by them under pressures of 
various kinds, especially from State 
Governments using their political clout 
to make these institutions relax their 
conditions. As the recent policy paper 
on sick units submitted by the Industry 
Ministry itself notes, these very 
governments show reluctance to take up 
the financial responsibility involved in 
nationalisation. The paper has done 
well in recommending that sick units 
which are inherently non-viable should 
not be nationalised. Even sick units with 
an investment of Rs 2 crorcs or above 
in fixed assets and employing over JOOO 
persons should be nationalised only when 
the line of production is critical to the 
economy, the unit has substantial ancil¬ 
lary linkages and the large workfoice 
could not be rehabilitated elsewhere. 

; Thus the real test should be whether 

i;:, there is a reasonable chance of nursing 
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the sick units back to health. If this 
docs not seem to be the case, blood 
transfusion in the form of additional 
funds can be of little avail. It is to be 
seen how far some of those unexcep¬ 
tionable principles enunciated will be 
translated into practice. 


Bungling Over 
Bus Fares 


The. G()v^RN^f^^T of India’s decision to 
increase the prices of petroleum products 
was announced on July II but it took 
about a month for the West Bengal 
Government to make up its mind as 
to how to deal with (he situation. The 
State Government strongly opposed the 


R. J. Venkateswaran writes 
from Calcutta 


move on the ground that it would impose 
further hardship on the people. The 
Government therefore decided not to 
increase the fares of buses and taxi'., and 
to request the Centre to cxcinjit the 
passenger transport vehicles from paying 
the enhanced price for diesel and petrol. 
It should have been quite obvious to the 
State Government that New Delhi would 
not concede this demand. Ncvcrihelcss, 
the Stale Government continued to 
entertain the hope that the Centre would 
provide some relief. But when Mr R. 
Venkataraman visited Calcutta on August 
5, he made it clear ihat the Centre could 
not give the kind of exemption requested 
by West Bengal nor provide it with 
assistance in any form to meet the higher 
costs of petroleum products. He advised 
the Slate Government to revise the fare 
structure and also try to meet the addi¬ 
tional exi^cnditure from the extra revenue 
that would be derived from the sales 
lax on petroleum products. 

The West Bengal Government however 
decided not to raise the bus fares but 
allowed taxi operators to increase their 
charges. So far as private bus owners 
were concerned, the Government an¬ 
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nounced on August 6 that they would be 
given a rebate on their fuel consumption. 
The procedure for calculating the rebate , 
would be announced shortly. According 
Dr Ashok Mitra, the State Government 
would have to pay Rs 6.40 crores to 
private bus operators, Rs I crore to the 
State transport services, and Rs 20 lakhs 
to ferry services as rebate on their fuel 
consumption. He said that the State 
Government would earn an additional 
amount of only Rs 4.3 crores on sales tax 
and so, he would approach the Centre 
for assistance to meet the deficit of over 
Rs 3 crores. 

Centre's Advice 

Meanwhile, a team of officials of the 
Planning Commission arrived in Calcutta 
on August i'. and advised the State 
Governnicnl to raise immediately the 
bus fares in order to check the deficit 
of the Calcutta Slate Transport Corpora¬ 
tion. They .said that other Slate Govern¬ 
ments liad already raised their fares and 
suggested that West Bengal should also 
do the same since the C’alcutia State 
Transport Corporation could not become 
viable merely by giving subsidies. 
The State Government has been placed 


Jamnalal Bajaj Awards for 1981 

Till. jAMNALAi. Bajaj Awards for I9S1 
have been made to the following; 

Award / ; to Mrs Amalprava Das of 
the Sarania Ashram, Gauhati for out¬ 
standing contribution in the field of 
constructive work. 

Award IJ: to A MM Murugappa Chet- 
tiar Research Centre which is headed 
by Dr. C. V. Seshadri. The award is for 
pioneering research on the application 
of science and technology for rural 
development. 

Award III: To Mrs Ramadevi Gopa- 
baiidhu C'houdhuri, Cuttack for out¬ 
standing contribution to the welfare 
and upliftment of women and children. 

Each of these awardvS consist of a 
citation, a medal and a cash prize of 
Rs one lakh. 

The awards will be presented on 
Jamnalal Bajaj’s birthday on November 
4, 1981. 






in a delicate situation because of its own 
vacillation. It is unwilling to raise the 
bus fares in its anxiety to please the 
people. At the same time, it finds it 
difficult to gel the funds for paying the 
rebate. In fact, it seems doubtful if the 
Government will be able to evolve a 
satisfactory formula foi calculating the 
rebate to be paid to about 8000 piivate 
buses on the basis ol then fuel consump¬ 
tion 

The Bengal Bus Syndicate has demand¬ 
ed that thciebateto bus owncis should 
be paid by Septembci 15 and that it 
should covci the peiiod liom Jnl\ II It 
has estimated that the ad hot amount ol 
iej>f'lc would amount to Rs ISOO pci bus 

Understandable Reluctance 

The Stale Government\ reluctance to 
raise bus faics is iiiuleist.indablc. But 
the passengcis' interests will not be seised 
if the piivatc bus operators deticL* to 
curtail then seivices because ol uneco¬ 
nomic wt)ikiim. In the ease of mini¬ 
buses also, the Go'cinmcnl has lefuscd 
to raise the faic on the gioiind that most 
of them aic aheady earning good profits 
According to the Tianspoit Ministei, 
Mr Mohammed Amin, the daily f.iie 
collection of mini-buses on 17 loutcs 
varied beuveen Rs 500 .ind Rs 774 while, 
^uTtbe othei loiiUs, it averaged Rs 400 
ii day He icvcaled (hat the aveiage 
mini-bus ownei made a vlcai piotil of 
Rs 200 to Rs ^00 pel da\ But such 
profits could be eai lied only b\ allowing 
an unlimited number of passengers to 
stand and subieil them to acute h.iiiMiip. 
The Ciovcrnmenl W()uld piefei the 
present practice to continue lalherlhan 
cnfoicc discipline on the mini-biis opera¬ 
tors by not permitting them to ovci-Ioad 
their vehicles heavily. 

It seems unloi Innate that noseiious 
efforts arc being made to lone up the 
cfficienc> of the Slate Transport Undci- 
takings for which there is cnoimous 
scope. Reports have appealed fiom lime 
to time about the widespread absenteeism 
among driveis, poor maintenance of 
'^i'ehicles, lack of proper control over 
inventories, and various other kinds of 
anomalies and abuses. The Government 
should now take effective measures to 


improve the efficiency of these undertak¬ 
ings. It should also give more attention 
to repair the joad> most of which remain 
m an awful condition 


Ashok Mitra and 
23 Economists 


Whai was the objective of Di Ashok 
Mitra in convenin’ meetings of 23 lead¬ 
ing economists 1 mm different States m 
CaleutU on August 7 and 8 and asking 
them f<»r then lews on the current 
economic siluatioi ’ If the purpose was 
only to draw i' ‘ attention of the 
Government ot India to ceitain wrong 
aspects of its ippioach to economic 
development, \vh\ wcie the piocecdings 
of these mcLlings not open to the Press 
and the public ^ I^r Mitia has question¬ 
ed the need foi tl Government of India 
to cnsuie sccilln ui negotiating the loan 
of billion ho (he IMl It seems 

surprising the il to that he should have 
fell It necessan 1‘Ccp conlidential the 
proceedings of ' mcelrngs of the 
economists TIu public have been told 
onl> about tlui lecommcndalions. It 
would have been ful and interesting to 
know details ah i' the trends of then 
discussions 

Some of the ' 'stion> made b> the 
economists wlo of couisc, well con¬ 
ceived such as i need to sticngtlun 
the public disirih on system, icvival ol 
the food-for-w.’ progiamme, gicatci 
discipline ovci hi on-banking financial 
institutions, an I > mc drastic mcasuic^ 
to curb black n ’ v. But Ihc econo¬ 
mists weic not >nvincing when they 
opposed the in(>\< i' reduce the bin den 
of taxation fli Miid that thcic was 
no evidence to p> that lowci iMtes ol 
taxation vve uid r nil in more revenue 
But the Finance M nster, Mr R. Venkata- 
raman, himself 1 admitted that the 
cuts in tax rates liavc imprcncd the 
collection of reven e. While presenting 
the budget for -R2, he said. ‘‘I am 
happy to inform th^ House that, despite 
the concessions in income-tax allowed in 
tile budget for 1980-81, tax revenues have 


not suffered. My judgement that lower 
rates of taxation will promote better 
voluntary compliance seems to have been 
vindicated’’. 

The economists were right in stressing 
the need for avoiding indiscriminate 
imports Bui they did not seem to have 
given importance to export promotion. 
On the other hand, they felt that the 
Governnienl’s efforts to increase exports 
would not succeed in the context of the 
current world recession. This is indeed 
a supcificial approach. The recessionary 
conditions will, no doubt, make it diffi¬ 
cult to augment exports but this is no 
justifiLation for slackening our efforts. 
Instead, Indian exporters should appro- 
pi lately change their strategy and the 
Govcinmcnl ‘hould also modify Its 
incentive scheme so as to make it more 
effcetive In view of the massive trade 
deficit one would have expected the 
economists to give some thought to 
measures loi giving .i strong stimulus to 
exports 

Unwarranted Ban 

The economists said that the ordinance 
empowering the Government to ban 
stiikcs by woikcrs was ‘Totally unwarant- 
ed” But they did not explain how to 
deal with strikes and othei forms of 
agitatum which aie politically motivated. 
Is Ihc (lovcrnment to look on helplessly 
when vital scctois like i ail ways, ports, 
bulks and communications are dclibera- 
Iclv paralvsed^ Il is, of course, wrong 
to prevent workers fioni expressing their 
genuine grievances or remain indifferent 
to them But what has been a cause for 
real contcin is the exploitation of labour 
to gam political objCLtivcs 

1 he tc<momisls concentrated their 
attention solely on the policies of the 
Government of India But why did 
they not deal at least broadly with those 
of the State Govern nents? While the 
(’ciitrc's actions arc mainly responsible 
for creating and perpetuating inflation, 
the States also have made their contri¬ 
bution to It The wasteful and extrava¬ 
gant miinnei in which the Slate Govern¬ 
ments spend their resources, the 
inefficiency with which they run their 
public sector undertakings, and their 
indifference to the improvement of in- 


iASTERN ECONOMIST 


371 


AUGUST 21, 1981 



frastructurc—all these have affected pro¬ 
duction, aggravated shortages and push¬ 
ed up prices 

According to a press report, Ihc 
economists were invited by the West 
Bengal Government and requested to 
deliberate on **the major problems 
affecting the people and issue guidelines 
to the Slate Government to overcome the 
difficult situation” Why then did they 
not consider the problem of chronic 
powci shoitage and advise the State 
Government how to deal with it ^ 


IIM on Animal 
Energy 


Givi N TUT extensive use of animal power 
in India mainly the bullock cart—it is 
vital (hat this source of energy be utilised 
more cfliciently than at present 

Lssenlially what needs to be done is to 
have healthier animals and better equip¬ 
ped plows and carts to which these ani¬ 
mals arc harnessed Various expenmenis 
has been conducted in improving the 
design oi the latter One such experiment 
which turned out to be cxticmcly success¬ 
ful was 10 put rubber tyres on carls This 
not onlv reduced the strain on the animal 
but also enabled the cjrt to move over 
uneven surfaces It also pi evented rut¬ 
ting of roads Milch, however, still needs 
to be done particularly in relation to im¬ 
proving the design of the axle as well as 
designing items like horse shoes Puither 
attention needs to be paid to the identifi¬ 
cation of propel feed quality and quantity 
for difPcicnt tvpcs of animals at clifTercnt 
ages 

The Indian Institute of Management 
(IIM) at Bangalore has proposed that an 
Animal I ncigy Development ( orpciration 
be set up Some of the activities that the 
Corporation could undertake arc : 

(a) The redesign ot carts, impkments, 
tools and machinery using animal power; 

(b) I xlcnsion work through mass media 
documentaries, posters, children’s books, 

(c) The manufacture of improved and 
standardised versions of animal-drawn 


carts, accessories, implements and machi¬ 
nery; 

(d) The provision of credit all over the 
country for the use of improved and stan¬ 
dardised designs of animal-powered im¬ 
plements; and 

(e) Software research on organisation, 
credit, user acceptance, training, exten¬ 
sion, etc also m order to establish the 
machinery foi enforcing existing laws as 
bearing on the wastage of aninial-powci 

The IIM has prepared a detailed note 
on the subject which should be given 
seilous attention by the Govci iimcnl 1 he 
following arc its main recommendations 

Breed l)e\elopmciit 

(i) ( attic census 

(ii) Physical charactcristKs of dominant 
breeds 

(ill) The geographical dsliibiition of 
thoroughbied and crossbicd stocks in 
relation to work needs 

(iv) Typical merits and wtakncsstsol 
yaiious breeds 

(\) R^D leads for biecdina out and 
eliminating above weaknesses 

(vi) Data loi genetic woik in order to 
reinforce Iroughl, or work i>iilput, and 
the correlation of drought and work capa¬ 
city with breed and age 
(mi) Slaughter house praciiu s and the 
economies ot utilisation ol ininial pro¬ 
ducts by the pharmacculie ii and leathci- 
ijsing industiies 

(vm) Ihc distnbution of work animal 
tunc as between ploughini», ».ai thing, 
water lifting, oil extracting etc with a 
view to establishing conelalion between 
bleed and woik aptitude 
(IX) Veterinary Health Cau 

L/tilisation 

(i) The design and devel()pmLnl of more 
e'fhcicnt and appropriate leilinologics for 
using animal draught in nieehanical sys¬ 
tems like ploughs, edits, etc and the 
devising of new implements, sueh as sced- 
diills and weeders, which will mechanise 
an increasing number of faini opciations 

(ii) The design and dcvtlopmcnt ol 
standardised items like hoof shoes 

(ill) The development of hoof-shoes 
and nails for buffaloes 


Comparison of Investments in and Loads 
Carried by Different Modes of Transport 


Transport 

System 

Investment 
(Rs crores) 

Load carried 
m Bilhon 
Tonne-kilo¬ 
metres 

Bullock-cart 

^coo 

18 

Truck 

2,500 

100 

Railways 

4,000 

200 


(iv) The modernisation of slaughter¬ 
house practices 

(v) The design and development of 
beitei load-bcaring systems for animal 
using implements 

Animal feed 

(i) The identification of proper feed 
quality and quantity for diffeicnt types 
ol animals at dillcrent ages and in diffe¬ 
rent parts ol the country 

(ii) I ostenng maximum uiilisation ol 
local and natural raw materials foi feed¬ 
ing, paiticulaily grasses 1 xplonng the 
utilization of food industry wastes, such 
as molasses, for enriching cattle-feed 

(III) Ihc identification of gaps in (ii) 
above and the development of processed 
feed for manufacture in rural industrial 
establishments 

(iv) The effect of quality and quantity 
of feed on the woiking life and work 
capacity of animals Similar studies 
have alic«idy been conducted legarding 
the lactation cycles of dairy cattle An 
integrated study on the economics of 
dairying and work-cattle utilisation. 

(v) Ensuring strict quality control of 
processed animal feed and, simultane¬ 
ously, Its easy availability 

(vi) The development of special feeds 
for supplemental foods of various types 
during the foimative years in the life of 
work animals 

Manufacturing 

(i) The idenlilication of agencies for 
the manufacture of animal feeds indivi¬ 
dual cntrepicneuis, cooperatives and 
panchayat bodies 

(ii) Quality and quantity of modified 
agiicultural implements and components, 
etc to be manufactured by individual 
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eotrepreoeurs. Filling of gaps in pro- and Visakhapatnam refineries, had con¬ 
duction plans through state effort in tinued in the private sector. 


N Growth of Animal-drawn Carts in India 


Year 


Number in Millions 


1947 (Vagh’s figure) 

1956 

1961 

1966 

1975* 

1978* 


8.0 

11.0 

12.1 

12.7 

14.0 

15.0 


♦Estimated. 


jn, the procurement of materials and 
ffoducts. 


Oil India, which came to be formed 
after the discovery of oil al Nahorkatiya 
in Upper Assam in the early fifties, 
originally had equity participation by 
the Government to the extent of 33.3 
per cent. By the close of fifties, the 
Government became an equal partner 
in this undertaking with the Burmah Oil 
Company (BOO, ihc parent concern of 
the AOC. Along with Oil India and the 
Assam Oil Company, the Burmah Oil 
Company (India Trading) Limited is 
being taken over. The only financial 
interest which the HOC will now have in 
the country will be in the Tinplate Com¬ 
pany of India, 


(iii) Transfer to manufacturers of 
R & D inputs mentioned in (i) & (ii) 
above developed at the Animal Energy 
Reseacch Institute. 

(iv) Research in design and materials 
both as relating to cost and strength. 


Oil India, AOC 
Takeover 

w- 

riiE Union Government taking 
over soon Oil India and the Assam Oil 
Company (AOC), the entire oil explora- 
tion» production and refining in the 
country will come under effective State 
control.. This will leave only two refi¬ 
neries at Cochin and Madras with foreign 
equity participation, but on a minority 
basis. Three other refineries, two at 
Trombay and one at Visakhapatnam, 
were taken over from Burmah Shell, Esso 
and Caltex a few years ago. Five refi¬ 
neries at Koyali, Haldia, Barauni, 
Gauhati and Bongaigaon have been set 
up by the Government itself. The 
Mathura refinery, which will be going on 
stream shortly too is in the public sector. 
Apart from Oil India, the other agency 
for oil exploration and production in the 
Gantry, the Oil and Natural Gas Com¬ 
mission, also is wholly Government- 
owned. The AOC*s was the only refinery, 
whi^ lifter the take-over of the Trombay 


Long-Drawn Talks 

Government's intention to take over 
Oil India and the AOC was made known 
about five years ago. But negotiations 
have continued since then over the pay¬ 
ment to be made to the BOC. Initially, 
there was a dilfercncc of opinion between 
the two partners in Oil India whether the 
compensation to be paid to the BOC 
for its interests and assets in Oil India 
should be dealt ^Mth separately from 
those in the Assam Oil Company. The 
Government was insisting on the take¬ 
over of two companies together. Since 
negotiations got prolonged, it was 
thought that the uikcovcr of the two 
undertakings shoukl be eficctcd sepa¬ 
rately. The settlement which has now 
been arrived implies that the takeover 
of these two, alone with that of the 
Burmah Oil Comiuny (India Trading) 
Limited will be ctKxted simultaneously. 
The payment to be made to the BOC 
for the acquisition i f its interests in the 
three concerns hi^ been finalised at 
Rs 21.56 crores. According to know- 
Jcdgcable circles, it is by no means 
excessive. 

Though the three undertakings will be 
taken over de facto in the next couple 
of months, after the bill in this respect is 
adopted by the Parliament during its 
current session and the agreed payment 
is made to the BOC, de jure it will take 
effect from January 1, 1977, This pre¬ 
sumably has been done to obviate certain 


problems relating to the payment to be 
made on the AOC account, arising out 
of crude oil supplies to it from Oil India 
and the AOC*s claim for higher prices 
for its products after 1976. Further, a 
pertinent point to be appreciated in this 
regard is that Oil India's accounts have 
not been closed after 1976. The guaran¬ 
teed tax-free dividend to the BOC in the 
post-1976 profits of Oil India too appa¬ 
rently is included in the negotiated 
payment 

Ngw Opportunities 

The take-over of Oil India should open 
up new opportunities for it in oil ex¬ 
ploration in the country. In fact, in 
anticipation of this, it has already beoii 
granted a licence to explore 12,040 sq. 
kms, in the Mahanadi basin offshore in 
the Bay of Bengal and 6,800 sq. kms. 
onshore in the Puri, Cuttack and Balasore 
districts in Orissa. Indications are that 
it may be entrusted with 26,850 sq. kms. 
area in Jaisalmer in Rajasthan for 
exploration. Currently. Oil India is 
exploring for and producing oil in Upper 
Assam and Arunachal Pradesh. Its 
recoverable reserves in the Upper Assam 
and Arunachal concessions are estimated 
around 39 million tonnes, after nearly 50 
million tonnes having been already 
extracted. Oil India has plans to intensify 
exploration efforts not only in its existing 
concessions but also in the Digboi field 
of the AOC which yields at present just 
about 40,000 tonnes per annum. Oil 
India has been recently allowed to raise 
its output from the Nahorkatiya and the 
adjacent Moran concessions to 3.1 
million tonnes per annum from 2,8 
million tonnes it has been producing 
for over 15 years. 

With a view to maximising the utilisa¬ 
tion of its associated gas resources, it is 
setting up an LPG extraction plant with 
an annual capacity of 50,000 tonnes. This 
project, expected to go on stream by 
April next, will also yield 12,000 tonnes 
of condensates A bottling plant too is 
being put up with a capacity of 20,000 
tonnes per annum. There are plans to 
modernise and expand the Digboi refinery 
of the AOC from half-a-milUon tonnes 
current capacity to about a million 
tonnes. 


BCmOMlST 


373 


AUGUST 21, 1981 



we showed no mercy to our new TATA 1312/46 















































imVI1312/46- 

the 13-tonne vehicle 

for the eighties 

that exceeded even the 

operator'is expectations I 


* AH-round sturdy design 
with highly fuel efficient 
695 Dl Engine 

* Higher Payloed 

* Lower Life-cycle Cost 

* Increased Safety 

* Greater Profitabinty 

_!___ J 

New, longer-lasting, 
high-power 695 Dl Engine 

The efficiency of the new 
695 Dl Engine not only reduces fuel 
consumption, it also offers extra 
power and reduces operating costs 

Bearing up well to 
the extra load 

A new, sturdier front axle with 
heavy-duty bearings, a reinforced 
Banjo-type rear axle and reinforced 
suspension take the jolts and 
bumps of rough roads, and the 
stress and strain of heavy loads 
^in their stride 

A carrier assembly on the rear axle 
makes for ease of maintenance 

The TATA 1312 rides on 10 00 x 
20 16-Piy ratino Nylon tyres that 
are more suitable for carrying 
heavy loads And what's more, 
even if you build a sleeper cab— 
you get a loading platform that is 
almost 615 mtrs in length. 

Effortless gear-changing 

The proven TATA synchromesh 
GBS-40 Gear Box with a 
conveniently placed gear-shift lever. 



a favourite of o» t raiors eliminates 
the tiresome double declutching 
of a claw-typc gear box 


More safety on wheels 

The TATA 1312 has a Tandem 
Master Cylinder w ith independent 
circuits for fro^t jnd rear axle 
brakes In the unSkely event of 
brakes failing on any one axle. 

It ensures that the brakes on the 
other axle will work surely 
and effectively Wider, 
thicker brake linings resist 
wear, last longer 

The fail-safe and parking 
brake systems ensure that 
rear brakes get upplied 
automatically n case of failure 
in the air system While 
parking on steep gradients, the 


spring-actuated fail safe and 
parking brake provides greater 
holding capacity 

Lower life-cycle cost 

The Sturdier longer-lasting 
components the highly fuel- 
efficient engine and the increased 
lodd-carrying capacity of the 
TATA 1312—all add up to lower 
overall life cycle cost and greater 
profitability for you 

All good reasons to opt 
for the TATA 1312... 
and some more 


Each component of the TATA 1312 
has been carefully designed 
for maximum efficiency There s 
also the reassurance of back-up 
service and ready availability of 
genuine Telco Spares whenever 
and wherever you need them from 
Telco s dealer network of over 
147 sales and service centres 
countrywide 



In whatever way you add up the 
sum of Its parts.the newTATA 1312 
results in greater profitability 
And isn't that what you're in the 
uansoQft business for? 



TATA ENGINEERING t LOCOMOTIVE CO. OB. 

' BOMBAY • JAMSHEDPUR* PUNE - 
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WVindow on the World 


[Success for the Axeman 


V. Balasubramanian 


Ik the sheer audacity of its statistics the 
Reagan economic legislation may persuade 
us to review notions of the inviolability 
or the inevitability of Big Government. 
The budget cuts have slashed expenditure 
under some 250 major heads, mainly in 
the area of social programmes, saving S35 
billion in fiscal 1982, beginning this Octo¬ 
ber. The economy thus effected may ag¬ 
gregate to 8130 billion over the next three 
years. But even this may not be alK for 

I Dffice of Budget and Management is 
idy studying possibilities of further 
jet slashing in the coming years in 
r to stay with its projections of bud- 
7 equilibrium in fiscal 1984. The 
cutting programme is even more im- 
iivc. Income-tax liabilities arc to be 
ced through cuts in tax rates which 
result in tax savings for individuals 
businesses of up to $750 billion over 
lext five fiscal years. Over a nearer 
5-year time-span of fiscal 1982-84, 
;ax relief to individuals will amount 
223 billion and to businesses S65 bil- 
The President has wrought mightily 
is chosen cause. 

Foreign Policy Restraint 

5 could have done even more had his 
ign policy perceptions been different. 
: is, lie is committing the Federal bud- 
:o a defence build-up of a staggering 
I of $1,500 billion over the next five 
5. This necessarily restricts the sweep 
is effort to cut Government to size. 
DFtheless the thrust of the Reagan 
:>lution, as it is being called here by 
and friends alike, remains strong and 
ificant. The role of the Federal Govern- 
t in the nation and, particularly, in 
economy is to be diminished. State 
emments and local administrations 
:o be asked and enabled to do more 
heir communities. More importantly, 
y of the functions of Government are 
e abolished altogether, notably in the 
>n of Federal Government regulations 


on trade and industry. Reagan thus seeks 
a reversal of the historic trends in the 
philosophy or practice of Government to¬ 
wards a continuous growth of the ad¬ 
ministrative apparatus and an accompany¬ 
ing increase in the State's take of com¬ 
munity wealth. 

The President’s thoughts on the subject 
are not original, to be sure. But what is 
innovative about them is that he takes 
them sufficiently seriously to commit his 
presidency wholly to their pursuit. 
Government is the problem that is at the 
back of the problem of inflation, he argues 


Small Talk from 
Washington 


as it is what the Government docs which, 
according to him, forces the community 
to live beyond its means. Rising taxa¬ 
tion or mounting expenditure on the 
bureaucracy is only a part of the high cost 
of Government. A much greater part of 
the economic burden of Government on 
the community results from the'loss to 
the economy in saving and investment 
which a rising proportion of Government 
expenditure to the Gross National Product 
entails and from the wasteful diversion 
of resources engineered by the prolifer- 
tionofthe regulatory activities of the 
administration beyond the real or reasona¬ 
ble needs of citizens. In folksy terms, he 
asks the American people what would be 
an effective way of discouraging extrava¬ 
gance or other excesses in a prodigal 
child and answers that it could only be 
the parent cutting down the spending 
money. 

The President's basic approach to tax- 
reduction, thus, is to emphasise it as an 
effective and indispensable tool for making 
Government the servant of the people in¬ 
stead of their master. In this sense the 
incentives argument seems to play a 


subordinate part in his calculutions. Re¬ 
agan expects tax cuts to stimulate saving 
and investment not so much by their 
direct impact on the budgets of individual 
taxpayers as by withholding spending 
money from the Government and thereby 
cutting its regulatory and restrictive role 
in the economy. 

Defence Build-up 

The tax reliefs in the current 
legislation will have to pay their way and 
tax revenues keep pace with Government 
expenditure, which will continue to in¬ 
crease if only because of the Defence 
build-up, although it may rise slower, 
thanks to the spending cuts, present or 
prospective. The Reagan economic re¬ 
covery programme, after all, gambles on 
an early easing of the basic inflation rate, 
the avoidance of large increases in money 
supply, a retreat from high and volatile 
interest rates, a rapid growth of business 
investment in industrial productivity and 
a wide movement towards new employ¬ 
ment opportunities. His tax-cut pro¬ 
gramme will surely have to vindicate 
itself by helping to bring about these re¬ 
sults, while refraining from posing in¬ 
flationary risks. 

If thoroughness could turn the trick, the 
Reagan tax policy cannot fail. For the 
first time in the history of tax legislation, 
the DS Congress has committed itself to 
a specific schedule of tax reductions deter¬ 
mined in advance for a period of three 
years. The individual tax rates will go 
down by five per cent on October 1, 10 
per cent on July 1, 1982 and 10 per cent 
on July I, 1983. To cap it all, tax policy 
has been committed to indexation for in¬ 
flation in the years starting from fiscal 
1985. This is an initiative from Congress 
which the President has gladly grasped, 
he himself was planning to propose it 
when presenting his next instalment of 
tax reform. The tax cuts are to be across- 
the-board, i.e., they are to be applied to 
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all brackets of income at the same per* 
centage rate of reduction, thus diluting 
one of the established conventions of fiscal 
wisdom, viz, progressive taxation. The 
President believes that tax policy should 
help generate wealth by promoting sav¬ 
ings, not seek to redistribute wealth, since 
the best guarantee the poor and the under¬ 
privileged could have of employment or 
economic security is a steadily and suffi¬ 
ciently rising level of investment in busi¬ 
ness capital and productivity. 

The tax legislation leans heavily in 
favour of leaving corporate profits free to 
fructify in new investment. The new 
scheme of depreciation allowance^ will 
reduce business taxes by SIO billion in 
;j^..cal 1982 and will step up benefits as the 
^ pool of covered investment in buildings 
and equipment grows. Some enthusiastic 
commentatois sec in this new deal for 
business earnings the eventual disappear- 
anc^e of corporate taxation. I state, gift 
and capital gains taxes have been eased 
and interest and dividend earnings have 
not only been freed fiom adverse discri¬ 
mination, but have been extended favours. 

Helping Capitalist System 

All in all, the Reagan tax package aims 
at helping the capitalist system to work 
better by icspccling the logic and support¬ 
ing the dynamics of its historic institu¬ 
tions. The President believes that this is 
the only way a free market economy may 
escape from the trammels of stagflation 
created by the excessive growth of the 
regulatory appratus of Government. This 
faith helps him in being open and vocal in 
rejecting criticisms of his spending cuts 
or tax cuts by those who obiect to 
them on ethical grounds. 11c has declared 
that he “refuses to yield the high moial 
ground" to his political opponents who 
claim to be the exclusive champions of 
the poor. The middle class and the under* 
privileged, he points out, are the worst 
victims of inflation or economic stagna¬ 
tion and by addressing itself to these pio- 
blems, his recovery programme, he 
claims, is truly and effectively befriending 
the interests of those sections of the com¬ 
munity. The pursuit of equality, pro¬ 
nounces Milton Friedman, who is among 
Reagan's mentors, only aggravate in¬ 
equality, while accentuating national 


poverty and, in a TV series on ^Treedom 
to Chose'’, the professor illustrates this 
dictum with visuals of Britain's—and 
India's economic misfortunes. Judgments 
suchasthe.se aic bound to be contro¬ 
versial and If may be assumed that 
debate on President Reagan's perceptions 
of economic realities or ethical issues 
will not cease with his signing of the 


Economic Recovery Act, 1981. But few 
will deny the sociological value or possi¬ 
bilities of this serious, if high-risk, politi¬ 
cal exercise in revitalising the free market 
economy when the only major ideo¬ 
logical alternative to it has so significantly 
failed to deliver the goods to the countries 
or Goveinments which have put their 
faith in it. 


The World’s Biggest Companies 


Fortune magazine's ranking of the 50 
largest industrial companies in the world 
on the basis of ihcir sales shows that, in 
1980 as coinpaied with 1979, the Auto¬ 
mobile giants had taken a beating, pre¬ 
dictably, from (he Oil goliaths There is 
now only one them. General Motors, 
m the fust five, ,is against two, GLMicral 
Molois and I oid, in the ycai before. 
Chiysler, which was 40(h, h,is dioppcd 
out altogcthci Volkswagen has slipped 
from the Phli the 24rh place, Daimlcr- 
Bcn/ from the Mih to the 27th, Peugeot 
from the I7ili to the 28ih and even 
Toyota from iIk JOlh to the 36th. I lal, 
however, has ininaged to improve fiom 
the J5th rank lo the 13th, Renault from 
the 22nd to tin I9ih and Nissan fiom the 
38th to the 37ili 

In the Oil 'Mmp, Royal Dutch'Shell 
is up from (Iil Ird place to the 2nd 
and Mobil lonii the 4th lo the 3rd, 
both at the c'pease of General Motors 
which IS do\\[i Trom the 2nd to the 
4th. Texaco h.as moved up from the 7th 
to the 5th piKv, Standard Oil of (ali- 
fornia from die Mh lo the 7th, LNI from 
the 13th to '^th and Gulf Oil fiom the 
9th to the Khh British Petroleum stays 
putatthcfiih I xxon, the durable first, 
remains at the 6>p, since it cannot go anv 
higher than th.i* Barring Ford at the 
8th place as rn ^mst the 5th in 1979 and 
the other ‘'oul>n^l.^r” in General Motors, 
the highest fligl' of corporate Ixvialhans 
is entirely of Oil companies, which take 
eight of the positions among the first ten. 
Out of the lisl 50 “heavies", oil com¬ 
panies number 2\ of which Marc Ameri¬ 
can. Mexico's Stale-owned PEMF.X enter¬ 
ed the list in 19'S0 at the 34tli place a 


new'-comcr, while the Stale-owned oil ' 
facilities of Vene/ucia and Brazil moved 
up from the 29ih lo the 20th and the ' 
47th to the 33rd place respectively. Stan- 
dard Oil (Ohio), coming in for the first 
time, IS placed in the 50th position. ^ 

AinciKan represent a non on the list is'* 
23 out of (he total of 50, while US firms j 
among the top If) are seven and among . 
the top 20 founcen The US share is ' 
likely to rise through 1981 since currency 
adjustments icsiiltmg fiom a strong dollar 
are boosting the sales figures of oil com- 
panics. Meanwhile the merger, in the 
works of CONOCO, the oil company, 
now in the 25lh place, w'lth the chemicals 
film, Du Pont, presently lankcd 38tb, 
would yield a new corporate entity that 
may push itself into the fl^^t 10 in the 
1981 rankings, probably at the expense of 
1 Old Motois 

In Its latent suivey of the ,M)0 largest 
industrial corporations outside the United 
Slates, hfrtuni reports a diop of 12.5 
per cent in then* total pioTits, altho- < 
ugh sales had gone up by 19 per cent 
Both inflation and recession share the 
blame foi this erosion in net earnings and 
the worst sufTeiers were companies based 
in fiance or Britain, which accounted 
for almost two-thirds of the drop. Even 
the oil companies, including Royal Dutch- 
Shell, the perennial Jc.idvrr in this listing, 
suffered pressure t»n their profit margins 
to an extent which pushed the median 
profit range for the Oil group to 
minus 2.7 pei cent. « 

Japan, represented by as many as 121 
companies in the list of 500, scored with 
an increrse in profits of ovci 30 per cent 
for these firms as a group on a rise in 
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Miles of only 9.6 per cent. In striking 
^ contrast was the experience of the 88 Bri- 
tish companies and 22 Trench in the list. 
^ The net income for each of these two 
* groups was down to the extent of some 
- 50 per cent. Amoni^ the 66 companies 
in the list of 500, which reported losses, 
the biggest loser was British Steel. It 
managed to diop nearly S4 billion in 1^)80. 
Keeping it company was another large 
i nationalised undertaking, BL (formerly 
j British I cyland), which wds the poorer 
by $1.2 billion. Britain's National Coal 
t Board was able 1o square its accounts 
only with a largesse from the Government 


in the form of a ‘‘deficit grant” of $347 
million. 

Indian Oil, tanked 94 (up from 104 in 
IW) is the only Indian company in the 
first 100. We have to go down the list 
to the 206th place before we come acioss 
another Indian industrial, Steel Authority 
of India, also a Government undertaking. 
In a spectrum of world business (leaving 
out the American), stretching from 5826 
million to $77 billion in sales, or from 
$239 million to S6S billion in assets, Indi.i 
is unrepresented otherwise and its piivate 
sector has no picsencc at all. 


meeting in his capital. Yet, there had 
to be enough **frank" discussion among 
them if only to avoid making it look 
like a totally meaningless ritual. So he 
shrewdly devised a safe formula. Dissen¬ 
sions were to be aired at Chateau 
Mont'.bcllo, 40 miles from Ottawa, 
where the b g seven would talk only 
among themselves in complete seclusion 
without the risk of being bugged or 
eavesdropped by outsiders; while an air 
of reasonable harmony would be main¬ 
tained at the moie formal sessions where 
the big seven would be accompanied by 
their big aides. 

Third, a summit, Mr Tiudeau knew 
very well, should end with an aura of 
success, and therefore with som-: accord, 
however superficial. Sensitive to the 
pre-summit rumblings of discord, he 
decided to take no chance, lie held a 
sciies of pre-consultatiiTfjis with the 
various,parties and more particularly with 
President Reagan, wo.kcd out possible 
compromises, embodied them in a draft 
communique to be jointly issued after 
the summit, even amending words and 
phrases to at commodate dificrcnccs in 
views and nuances. The post-summit 
communique was skilfully pre-cooked. 
Harmony and success were underwritten 
in advance, even if only on paper. 

Avoiding Discord 

And finall>, Mr Tiudeau was well 
aware that his basic objective was impli¬ 
citly shared by the other suminitecrs as 
well. All had a slake in avoiding a high- 
dccibel discord and in maintaining at 
least a facade of mutual understanding. 
Besides, all needed, at a minimum, 
some facc-siving concessions that they 
could take back with them for home 
consumption. They might not return as 
conquering heroes, but they could not 
afford to look too empty-handed cither. 

Mr Trudeau’s artful approach worked 
superbly, so much so that it robbed the 
parley of any real meaning and eflPec- 
tively turned summitry into a gimmickry. 
Ihc communique was as ingenious as it 
was disengenuous. It bore no hint of an 
attempt to arrive at a consensus on any 
major issue; it was simply a congeries of 
views and attitudes, often conflicting, yet 
bravely juxtaposed in a judiciously 
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An Awkward Accord at Ottawa 

Sudhir Sen 


New York 


“Ail nir world's a stage." So it is 
with Ronald Reagan who has been daily 
acting the role of a President on the 
television SCI cen. I he economic summit 
at Ottawa offered him a wondciful stage 
— to project the image of a world kadcr, 
to soften potential adversaries with a 
shower of smiles and Lharni, to yield 
nothing of substance, yet avoid an 
outbreak of open discord. I'roin the 
start his goal was not to solve problems, 
but to finesse them; and to impress the 
public at home that he is mote than a 
match foi other chiefs of state, a leader 
of unsuspected stature on the woild 
scene. 

And, prima facie, ho has indeed 
achieved a largo measure of success, 
thanks largel> to Pierre Elliott Tnidcaii, 
Prime Minister of Canada, who hosted 
the summit and guided its discussions 
as Chairman, both at public and private 
sessions; and partly to Margaret 1 hatcher, 
prime Minister of Bntain, whose eco¬ 
nomic policies, with all th"ir disturbing 
features, stand closest to those of the 
Reagan administration. Earlier this year, 
while on an olfieial visit to Washington 
at a time of an mcieasingly acrimonious 
debate on monetarism and rocketing 
interest rates, she had made almost a 
lachrymose plea to “Mr President” 
to stay his course and not to yield to 
West Europe’s pressure. The world 


needed a strong dollar, she implored. 
At Ottawa, the lion Lady apparently 
stood fast by her embattled heio, and 
taking the lecciit British liots in her 
stride, extended to him unalloyed ideo¬ 
logical support 

Prime Minister Trudeau found himself 
cast in a different role which was non- 
idcological, intensely practical, and 
essentially diplomatic. For, circum¬ 
stances dictated to him to perform several 
balancing acts I ust, despite all the 
differences with the giant to the South, 
he tha< his country must maintain 

good-ncighbouily relations with ii. 
Several years ago, underscoring this 
dilemma, he had remarked that it was 
not easy “to sleep with an elephant”. 
Nevertheless, Canada has managed to 
woik out a toleiable modus vivcndi 
under his stewardship; and he had to 
act in the same spirit also on this 
occasion, (’ontioversial subjects between 
the two nations—frhery lights, acid lain, 
Canadianizalion of his nation’s cneigy 
resources -had already been put on the 
shelf for future discussion. He took 
good care to keep his differences with 
Reagan’s econoiriK policies reasonably 
low-keyed at the summit 

His sccord objective was equally 
dear. The last thing he could afford was 
an eruption of disunity among the seven 
industrial nations holding a summit 
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flexible guise In essence, it was a 
remarkable diplomatic cover-up that kept 
dissensions alive but Kept them beyond 
* the public view It was also a wantonly 
wasted opportunity The leaders of the 
industrial nations, representing hO pci 
cent of the non communist coiinliics 
Gross National Product, met and talked, 
but only lo throws away the invaluabk 
chance they had to come to gups with 
the most piessing pioblcms ol oui 
troubled times The summit, in that 
sense, reached a new height of callous 
iriesponsibility 

Two tier Parley 

The two tier parky pio\cd a gocbcnd 
for the Reaganites Armtd with the 
latest g*ldgct^ ul instant eommu meal ion 
and based at a vantage point in Ottawa 
they sclcetively flashtd out items ol news 
adding then own twists and glosses as 
deemed appropriate to give the biggtsi 
possible build up to then hero Sccretar\ 
ol State', Alexandci Haig, beamingly pio- 
ela lined that Presidint Reagan oui- 
malehcd olheis and came out with flying 
coiouis in his fiist encounter with them 
on world economic matters Columnist 
James Rcston gave a diffeicnt veision 
“Reagan smiled most, spoke least, ’ he 
repented Chancelloi Helmut Schmidt, 
'^'When asked b\ CbS inlcivicwer, Dan 
Rather, what he thought ol Mr Reagan’s 
pciformancc replied altoi a gnni pause 
and wilh a glum facw, “It was o k ” 

“The fight to bung down inflation and 
reduce unemployment must be our highest 
prioiity”, sa^d the communique, and 
these linked problems must be tackled 
at the same time” The statement is 
innocuous—and elusive it sounds right, 
but means little After all, each coiinti} 
IS already fighting both according tr 
Its own light The leal question is how 
good is this light and whether it can be 
impioved upon, but it was quietly 
bypassed Undci the omnibus plea that 
“the balanced use of a range ol policy 
instruments is lequired”, it mentioned a 
host of Items—expectations of growth 
^ and earnings, management and laboui 
relations, industiy pattern, investment, 
energy use and supply, budgetary policy, 
public borrowings, and the lole c^f the 
market. There was no suggestion of 
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what eould be the most promising policy 
mix, and thciefoie no attempt to adopt 
anything remoielv approaching a coordi¬ 
nated policy by the seven nations Even 
the need loi such a policy was not 
recognised Instead, each was left to go 
his own wa> 

Whik the piivale session was on, the 
Reaganites not much concerned about 
truth in news md freely manoeuviing 
between Dehtungand Wahrhcit, beamed 
out gloatinjv The P«csident had 

prevailed oilui Icadcis listened lo his 
programmes and had no alternatives to 
offlf'r This pici. of concoction infuriated 
several pailKipints loi, as one aide 
ol President Milkriand put it, “some 
times brutal i hanges had taken place 
behind ihe teiics on America s high 
interest p(*Iie\ 

Dialogue of the Deaf 

Tieasiii> St. Liary Donald T Regan, 
reveakd tl at it u is all a dialogue of the 
deaf Piesiden Reagan refused to budge 
on the mtcus rite issue othci leaders 
reeogni/cd his irength and determina¬ 
tion and tlui was dead silence’ 

C ount Otto ' imbsdorfl, the West 
German Ml 111 St i of Feonomics, lefuled 
the assertion of he US oflicials that the 
West Luiopean (u)vernmenls had offeied 
no altcrn itive I he eoneei n, he empha 
sised, was not ei the ^oal ot bunging 
down the infl 1 I >11 but over thc/;/<//W 
the Uniud SI t adopted lo b mg it 
about TIk I HI pcans and the Canadians 
expressed sen >i nisgivings on this point, 
he said fh 0 t^isive question in his 
view was I theic a justified mix 
between the ' n i<-d States monetaiy and 
fiscal polic} I ike' others, he believed 
the answer is no— the United Slates 
was ‘ ovirlo idiii ’ the burdens of fight¬ 
ing inflation « the monetary side and 
this was diiMi up interest rales in the 
USA and in 1 t ope higher th in should 
have been meL ly 

1 he Wc^l Cjc in Ministei stitssed two 
other po nts si tied by most of the 
summit partieipi also by a great many 
people in the I and abroad ; The 
United States w is conducting its mone 
tary pohey jn a too rigid and deetiinaiie 
way” And the kind of tax cut the 
Reagan administiation was advocating 


would generate more consumption than 
savings and investment, and would 
thcicforc fuel rather than cool inflation 
The fact IS that Mi Reagan did not 
win an> laurels at Otiawa but levealed 
himself as a dedicated ideologue with a 
closed mind hidden behind the presi¬ 
dential charm This came as a surprise^ 
if not a shock, to Mitterrand, Schmidt 
.md others vNho realised that the best 
course was to avoid a li unless confron¬ 
tation and lo bide then time until Mr 
Reagan eould learn the haid way—fiom 
the bitter school of experience Mr 
Mitterrand made no secret that he was 
‘ disappointed adding that it would be 
‘ iniokrable ’ if high interest latcs and ; 
dopiessed eurrencits continued beyond i 
the end of the yeai The Picsjdcnt of 
the I uropcan I coiiomic Commission, 
Gislon rhorn, v^as moie emphatic: 

* Hull) up We can t wait too long.’* 
All that Ml Redgan ha achieved so far 
n lo buy a piccanoiis six months for his 
mindless monetinsin aiid dubious eco¬ 
nomy policies 

Janus-headed Commuaique 

It is hardly wojthwhilc to dilate on 
the other features of llie janus-hcaded 
communique which is loaded with 
studied equivoeition Speech said Vol- 
taiie was given to man to conceal his 
thought, file summit di>eument which 
equates diploniaev with duplicity, is 
intended lo seive a similai puipose— 
execpMhal ihouuhts in this ease arc too 
tianspaient to be effectivelv eoneeaLd 
Theie is mention ol the commitment” 
to maintain substantial and in many 
cases glowing levels ( f ollieial develop¬ 
ment assistance’ But a definite pledge 
tow lids that end is edielully avoided all 
that I promised is ihal the leade'iswill 
seek to ineie ise public unde istanding 
of jls impoitanie The question of aid 
carries two olhei caveats, both distinct 
bows to Rl iLMiii m Siretiglhcning 
Western economics increased access to 
then niaikets fiee c.ipitai flows would 
eontiibute ' truer amounts of needed 
resources and would Iheiebv complement 
official aid Ihc flow of pnv ate capital 
hinges on the assuianccs piovidcd by the 
developing eoiintiies for the protection 
and security of the .nvestments 
Mr Trudeau had lobbied gallantly to 
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win the support of Mr Reagan for the 
1. Korth'-Souih dialogue and the summit 
scheduled to be held at Cancun, Mexico, 

; in September. And he did manage to 
I extract significant concessions from him, 
presumably as tradc-olf for a soft attitude 
to be adopted at Ottawa towards Reagan’s 
own economic policies. The developing 
countries, declares the communique, 
should “grow and flourish and play a 
V full part in the international economic 
system”. Jt speaks of “constructive and 
substantive discussions” with the deve¬ 
loping countries, and of the willingness 
to participate in preparations “for a 
mutually acceptable process” of global 
negotiations in circumstances offering 
“the prospect of meaningful progress”. 

Major Achievement 

Mr Trudeau is w'cll pleased with this 
part of the communique which he appa¬ 
rently regards as a major achievement. 
However, its real worth, despite the 
warmth of the language, remains to be 
tested. It contains enough escape clauses 
to provide a comfortable exit. 1 here is 
no indication that the icy attitude of 
Mr Reagan and his entourage t4)wards 
global negotiations has changed in the 
least. Jt would therefore be premature, 
to say the least, to coutit on a positive 
outcome at the Cancun siimm t. The 
chances arc that Mr Reagan will take 
care of it the same way in which he 
tackled the interest rate question at 
Ottawa—that is, defuse it with charm, 
rigidity, and media manipulation. 

Other issues touched in the communi¬ 
que relate to food production, popula¬ 
tion growth, energy, trade and threat of 
protectionism, future of nuclear power, 
and Kast-We-st economic relations. On 
trade, stress has been laid on ensuring 
;; “maximum openness” of the trading 
' system “in a spirit of reciprocity”. The 
last phrase is an oblique admonition 
meant for Japan. However, Prime 
r? Minister Zenko Suzuki, returned to Tokyo 
with a broad smile since there had been 
no “ganging up” on Japan, nor was he 
asked to make any specific commitments 
, about the export of Japanese goods. On 
East-West relations, the need to balance 
“political and security interests” was rc- 
^ cognised along with the “risks” involved. 
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Yet Another Bad Soviet Harvest ? 

World grain prices may start rising again on news that the Soviet 
Union will have to buy much more wheat and corn than earlier expected. 
According to experts, the Soviet grain crop is going to suffer an additional 
shortfall of 30 million tons this year due to bad weather conditions in early 
June. Argentine grain traders say Moscow has already revised downward 
its crop estimate from 230 million to 200 million tons and is searching the 
iniernatianal markets in an effort to make up the difference. The sources 
in Buenos Aires expect that Argentina and Brazil will supply most of the 
additional grain despite an embargo imposed after the Soviet invasion of 
Afghanistan. Recently Brazilian Planning Minister Antonio Delfim Netto was 
in Moscow for wide-ranging talks on economic cooperation, and the two 
countries signed a five-year deal under which the Brazilians will supply $350 
million worth of soybeans, corn and other crops annually starting in 19S2. 

I Before news of the Soviet shortfall surfaced, the US Department of 

Agriculture (USDA) also indicated a tighter outlook in the grain market 
for the rest of this year. Its latest report noted that India will have to 
import an extra four million tons of wheat to replenish its reserves, and tradi¬ 
tional exporters such as the EEC, Canada, Australia and the United States 
arc showing less export availability than expected. As a result, the USDA 
revised downward its global grain output forecast from the June estimate. 

(Newsweek, July 27, 1981) 


Further consultations were therefore 
deemed appropriate. Chancellor Schmidt 
was well pleased that the projecled pipe¬ 
line to import gas from Soviet Ru.ssia did 
not receive more adverse comment. 

Perhaps the kindest thing one could say 
about the Ottawa summit is that its out¬ 
come could have been worse. Dissensions 
had loomed large among the industrial 
leaders threatening to split their ranks. 
The split was, however, averted Also, 
when differences run deep, the need to 
talk is more, not le.ss. It is therefore a 
definite plus that the seventh summit of 
the seven nations (Canada did not attend 
the first) is, after all, not going to be the 
last, as was feared at one point after 
France had hinted that Ottawa might be 
the la.st one for it. A sectmd round of 
summit will start next year, and, thanks 
to Prcsiccnt Mitterrand’s personal invita¬ 
tion, the venue will be France where the 
whole exercise began in 1974 and was 
hosted by his predecessor Giscard d’Estaing 
at Rambouillet. 
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Another unquestionable plus entery on 
the summit ledger is the opportunity it 
provided to the leaders to get together 
and to get to know each other at first 
hand. This was all the more important 
since all but three came to .summit for 
the first lime, while Chancellor Schmidt 
was the only one to have attended all 
seven. 

Most significant of all was the eyeball- 
confrontation between Mr Reagan and 
the other leaders, and only good can 
come out of it. All now have a better 
measure of the Amcricen leader they will 
have to deal with. Mr Reagan, in turn, 
was left in no more doubt about the 
depth of the misgivings harboured by the 
West European leaders about the economic 
policies he has embarked upon. This 
may yet impel him to serious seconds 
thoughts -unless he is willing to run the 
risk of wrecking the alliance with deter¬ 
mined pursuit of an irrational course. 
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Marketing 


by Small-scale Sector 

Subhash J. Rele 


One of the important reasons why the small scale units fall sick Is 
that they often do not take into account the market potential and 
marketing environment The author suggests that from the 
conceptual stage itself a small-scale unit should adopt modern 
marketing and innovation techniques There is no dearth of agencies 
meant to assist small units to modernise Small scale industries 
therefore need not hesitate to grapple with the problems of 
adjustment 


iiiF recent past, theic has been an 
attempt to plav demn the difficulties and 
play up the proi’icss and achicvemenls of 
the small-scale sccioi The (act that 
small scale units possess the necessary 
capability and capacity to produce eoods 
of acceptable quality is now widely ack 
nowicdgcd But ]ust production is not 
enough Maiketing and innovation have 
come to be recognised as ciucial to the 
\Kibilit> ol a pioiect In icccnt times* 
many small-scale units have come lo 
grid bec*iiisc of I ick ot organised market¬ 
ing eflort The solution lies in ‘cicntilic, 
well-organised and planned maiketing 
the caiJy stages of industrial develop¬ 
ment, the small-scale units did not lind it 
difficult lo sell their pioducts The rcces- 
sionaty tendciKies in the Jiulian economy 
in the decade beginning fiom 1966 made 
the task difficult J he mflalionaiy pies- 
ruies that had overtaken the economy in 
the past five to six years and the conse¬ 
quent erosion of purchasing powei have 
aggravated the problem 

Technocrat-Entrepreneur 

An cntiepjencur vcnluiing lo start a 
small unit cannot a fiord to establish a 
well-knit maiketing organisation toi the 
sale of his products The small scale 
entrepreneur is norm illy a tcchnociat who 
has to look after all the aspects of his 
business—such as pioduclion, marketing* 
finance, purchasing* labour, etc He finds 
^it difficult to give adequate attention to 
marketing which actually is of paramount 
importance He takes his decisions alone 
or may be with the help of a partner In 


a laigc compan i dozen people would 
discuss the and cons of all the pro¬ 
blems invohtd Ml diflcrent ureas such us 
piodiictiori nifUting and piicing Jfe 
cannot afloiil I lii\c seiviccs of specia 
lists will) pic I I maiketing plans foi 
penetration ml domestic and foieign 
markets IJiiii in rural areas find it 
difficult to ’M the market for their pro¬ 
ducts mostI\ ley have to depend on 
Government pii Jiase progianirnes 

The Prerequisites 

A carctul ni ikct study and correct 
lorecasling ol J mand are prcicquisites 
tor the succe s o* i unit whether in the 
small or laigL-M de sector The report of 
the Stud\ Fi n of the State Bank ol 
India, which c\ 1 1 ined the difhculties and 
problems ol »li small-scale sector in 
1^7^* found OLii il it over 40 pci cent ol 
the sample of niili-scalc units examined 
b> the team ' <- started without any 
feasibility stidy ind detailed piojcct 
icports Sucli ports as were prcpaied 
and submitte i h' die sponsors to banks 
or financing n ritutions weic offered 
more as a dcviu i > obtain finances rathei 
than as a guide f futuic operations It 
IS obvious tint ’ mortality rale among 
such units was I gh Competition with 
large and medinni scale industries is a 
majoi deterrent small cntrcpreneui s m 
the markets TI i is over simplifying the 
problem Small s dc units have lo face a 
triangular fight in ihc internal maikcij— 
from large units middlemen oi traders 
and mtra-industi s Especially in lespect 
of consumer products, the firms and 


companies which can afford to earmark 
sizable budgets foi advertisement and 
publicity make it dilhcult for a small 
entrepreneur to intioduce his product, 
liowsocscf good in quality, the expendi¬ 
ture on publiciiv is not financed by finan¬ 
cial institutions, which IS a further con- 
stiaint for a small unit lo enter into 
consumer marketing field 

Complex Procedures 

Govcinmcnt proccduiis in respect of 
tenders inviud bs \aiious Go\einment 
and s.mi <rovciJimc.nt departments and 
public undei takings art complex and 
cumbcrsonn. fhe smdl entrepreneur 
with his limned capital base and man* 
pos^ei resources cannot atloid to spend 
the required time in lollowing up the 
tcndeis with these organisations 

In the last few months we have had 
many economic pionouneenients on the 
small-scale sector We aic told that the 
GovernmLiit is giving the small-sv ale sector 
a big thrust by providing maiketing assis¬ 
tance This was d me fiist through 
direct purehise policy b\ government 
agencic's, and second, by granting 
Items piodiKcd in tins sector a price pre- 
fere'iice of p^i cent over purchases 
from the other sectors I here aie gaping 
loopholes in this policy The purchase 
agency can turn down an offer from the 
small-scale industiy on grounds of quality. 
Again pi ICC preference is applicable under 
like conditions The qiicslion is what 
happens when ili compelitoi in the large- 
scale scctoi oilers c.itaiii advantages ? 
Pionoiinecmenl o( policy is one thing, 
hiiplenientation is anothe^r Another im¬ 
portant step* one learns ol providing 
maiketing ssistance to the small-scale 
sector was to tie certain industries as 
ancillaiies with laigc public s,.ctor units. 
f)i Ram K Vepa* Development Com* 
missionci for Small Industries in the 
Ministry of Industry, has observed that 
to help small ur its further in their market- 
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log programmes, it had been decided to 
tot up field testing centres near each 
duster of specific units to provide testing 
facilities for their products. This was 
aimed to help these umts m improving 
the quality of their products, which would 
help them to find maiket acceptance in 
competition against goods produced by 
large units. Brave objectives these, one 
must admit, but evidently they need time 
to pack action into them. 

Incongiuous Reports 

Some of the recent optimistic leports 
on the pciformance of the small-scale 
sector seem incongruous in the face of 
the marketing problem that perpetually 
haunts this sector. Many proposals have 
been made in the past to impiove and 
assist the maikcting of the small-scale 
Units. Many advocate the need for a 
separate marketing organisation foi assist¬ 
ing small units. There aic some State 
corporations which have taken up the 
activity of extending maikcting assistance 
to the products of small industries. The 
success achieved by these corporations 
can be tcimed “paitiar'. Some argue 
that It would be helpful to encourage 
small-scale industries to create their own 
consortia, combines or cartels for the 
purpose of marketing. This can be done 
preferably with identity of interests or 
lines of manufactuie. Unfortunately, this 
approach has not so far been accepted 
because of the lack of mutual understand¬ 
ing among the small-scale manufacturers 
The tendency is manifested in trying to 
maintain secrecy of operations, discourag¬ 
ing contacts where they may icsiilt in 
leakage of mformati n to a potential 
rival. 

Addressing a seminar on the small- 
scale sector industry recently, Mr L K 
Jha has suggested that a family of pro¬ 
ducers in this sector could join hands to 
produce a vaiicty of item under a popu¬ 
lar brand name and undertake nation¬ 
wide marketing with reduced overheads. 
Ho added that the State Governments 
could assist by setting up corporations 
devoted exclusively to marketing of these 
products. The leccnt 14th report of the 
Estimates Committee on the small-scale 
sector rejects the suggestion for the ere- 


ation of a new body at the central level. 
The Committee advocates a consortium 
appioach by industries both for exports 
and internal marketing. There is a fetch¬ 
ing simplicity about this approach. The 
pioblem of marketing requires much 
more fundamental treatment than such ad 
hoc measures. Some experts stress the 
need to form marketing cooperatives in 
the small-scale sector. It is, however, 
expected that the formation of trade-wise 
associations would bring a number of 
industries under one roof. One wonders 
if this will help in ironing out the 
differences. 

There is an urgent need for extending 
the marketing umbrella to the small-scale 
sectoi. There cannot be commercial pro¬ 
duction if there is no mirket. No matter 
how excellent is the product, it will not 
sell unless there is demand for it. Small- 
scale cntrep.encurs very often do not 
take into account the market potential 
and the marketing environment with the 
result lliat they fall sick. The basic pro¬ 
blems of the small industries, which in¬ 
clude marketing, arc highly inter-related 
and can be solved only within the frame¬ 
work of a compiehensive strategy. What¬ 


ever promotional measures Oovemment 
takes, the small-scale sector continues to 
be at a disadvantage in the area of 
market ng. With modest resources in 
money, materials and men—it lacks the 
m-built strength of big organisations to 
suivive the impact of the fast changing 
economic environment. It can obviate 
the d mger, if from its conceptual stage it 
gives priority to adoption of modern 
maikcting and innovation techniques. 
Along with this modernisation of tech¬ 
niques of production is a must. Moderni¬ 
sation is a continuous process. It is high 
time small-scale entiepien.urs accepted 
the need for modernisation and grappled 
with the painful problems of adjustment. 
The Industrial Policy Resolution of 19^6 
directs that the State will concentrate on 
measures designed to improve competi¬ 
tive strength of the small-scale producer. 
For this it is essential that the techniques 
of production should be constantly im¬ 
proved and modernised. Small-scale manu¬ 
facturers cannot, however, complain of a 
dearth of agencies. There are so many 
of them belonging to the central and 
slate governments which go all out to 
help small-scale units to modernise. 


EASTERN ECONOMIST 

Subscription Rate* 

Single Copy : Re. 3/- 

Annual ; Inland Rs. 150/- 
Foreign t 50 £ 25 

Regd. Offke : 

UCO Bank Building 
P- Box No 34, 

Parliament Street, 

New Delhi-110001 


WksnsN ecoNOiasT 


382 


AUGUST 21, 1981 



Point of View 

Economics of Mushroom Cultivation 


S. C. Rai and V. K. Bhatia 


Mushrooms are a rich source of proteins, vitamins and minerals and 
its farming is not subject to vagaries of nature as it is farmed indoors. 

In spite of all these advantages farmers are reluctant to go In for its 
production as it requires special care and expertise. Farmers' 
reluctance, according to the authors, who are associated with the Indian 
Agricultural Statistics Research Institute, is because of high investment 
costs and lack of marketing facilities. The study made by the authors 
reveals that large farms are more profitable than small ones and many 
farmers are unable to invest the required funds. 


Mushrooms ari a valuable source of 
food being rich in protein and high 
^^’^stibility coefficient around 87 per 
They are also an excellent source 
of vitamins and minerals. Unlike other 
field crops, mushrooms arc not subjected 
to the vagaries of natuie as they can be 
grown indoois whcic the environmental 
factors can be controlled to a fairly 
high degree by slight manipulation. 

The production of mushrooms has 
attained special economic significance in 
countries with a high potential for 
agricultural production. India is at an 
infant stage to commercialise theii pro¬ 
duction, but it can promote it and enter 
the export trade because labour in India 
is cheap as compared to developed 
1 jQountries and it is possible to grow 
mushrooms at lower cost. 

Agro-climatic conditionvS of Himachal 
Pradesh arc ideal foi mushroom cultiva¬ 
tion. Mashrooms arc grown in the hills of 
Himachal Pradesh at an altitude of 2,000 
metres. Places like Chail, Simla, Manali 
and Kheradhar arc suitable for cultiva¬ 
tion throughout the year except for 
resorting to artificial heating during the 
peak winter months. This article seeks 


with equal probability. lach selected 
grower was contacted and details regard¬ 
ing various operations of mushroom 
farms were obtained from them. 

Thirty cultisators were contacted for 
collection of details of their mushroom 
cultivation. It was observed that 14 
cultivators hail not started mushroom 
cultivation thonoh they had received 
tiaining in this line of cultivation Most 
of them evpressed their difficulties for 
undertakmg mushroom cultivation due 
to lack of tiniclv financial assistance. 
However, thc\ wiie piepared to undertake 
It if initial expenditure was provided as 
subsidy or loan 

All the mushioom faims were classified 
into three groups, i.c. small faims with 
less than 200 sq metres of spawn per 
season, medium farm^ having between 
200 to 400 sq metres space spawned per 
season and larm (arms having more than 
400 sq. mctics ^pa^e spawned per season. 
The sample con ists of 10 small, three 
medium and th ct large farms. 

Details of l.nd capital expenditures 

Taui r 


worked out for small, medium and large 
farms is given in Table I. 

It may be observed from this table 
that the major share of the total invest* 
ment goes to buildings. In the case of 
small and medium farms, the expendi¬ 
ture on buildings was about 79 per cent 
of the total, whereas for large farms 
It has about 70 per cent. The expendi¬ 
ture on trays was about 13 5, 10.5 and 
17.4 per cent for small, medium and 
laige farms The expenses on other 
items were negligible for small and 
medium farms In the case of large 
farms, expenditure on heating devices 
where boilers of vaiying capaci y are 
used was about 6.5 per cent of the total 
expenditure. Total investment on small, 
medium and huge farms was around 
Rs 23,700, Rs 95,150 and Rs 618.000 
respectively. 

The operational and maintenance ex¬ 
penses in respect of small, medium and 
large farms is given m Table II. 

It may be observed from Tabic 1£ 
that about 30 per cent expenditure was 
made on labour in the case of small 
farms, 27 per cent in the case of medium 
size farms and about 42 per cent on large 
farms I he expenditure on compost is 
observed to be the highest in small farms 
and medium farms—about 33 per cent 
and 35 pci cent respectively However, 
this expenditure in the case of large farms 
is only of the order of 17 per cent. For 


I 

Fixed Capital Investments Per Farm 


to explore the possibility whether 

Items 

Small haims 

Medium Farms 

Large Farms 

mushroom cultivation can provide an 


—- 

— 



— 


answer to the economic problems of 


Total (Rs) 

o/ 

/ 0 

Total (Rs) 


Total (Rs) 

% 

small farmers. It, therefore, relates to 

-- 

—, — 


--- —. 


- ___ 


estimation of costs and returns of 

I. Civil woiks (Buildings) 

18,7(X) 

78 9 

75,000 

78.7 

43.3,000 

70.8 

mushroom farming in Himachal Pradesh. 

2, Tiays 

3200 

135 

lO.OOJ 

10 5 

108,0T0 

17.4 

The importance of v?rious factors res¬ 

3. Pumps 

350 

1.5 

15,000 

1.6 

4,000 

0.7 

ponsible for slow progress of mushroom 

4. Heading devK. 

450 

1.9 

650 

0.7 

40,000 

6.5 

cultivation has also been studied. 

6. Miscellaneous 

1000 

4.2 

8000 

8.5 

33,000 

5.3 

From the list of 52 registered mushroom 

— 



— 




growers in the districts of Solan and 

Total 

23.700 

100 

95,150 

100 

618,000 

100 

Simla, 30 were selected at random 

— 

-;- 



— 
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Table Ifr 

Per Farm Co$t and Returns (One Crop Season) 


imall farms expenses on fertilizers and 
stcriisation constitute three per cent each 
, whereas for spawn it is about 13 per cent. 
' For medium size farms, the expenses 
arc four and three per cent respectively. 
; The expenditure on spawn is about 
seven per cent, l or large farms, the 
; expenses on fertilizers and spawn are 12 
and 14 per cent, respectively. There is 
no expenditure on sterilisation in the case 
of large farms. liicctricity and water 
charges constitute five per cent of the 
total expenses for small, medium and 
large farms. The expenses on pesticides 
for small, medium and large farms are 
4, 13 and 5 per cent, respectively. 
On the whole, Wi)rking capital require¬ 
ments of small, medium and lar[c farms 
were around Rs .T030, Rs 11,300 and 
Rs 59,000 respectively. 

The rate of expenditure per kg of 
output is observed to be Rs 5.77 for small 
farms, Rs 4.71 per mcd'um farms and 
Rs 2.95 for large farms. The contribu¬ 
tion of compost and labour constitutes 
major share towards the expenditure per 
unit of output in small and medium 
farms. 

The picture (»f net income obtained 
from different categories of mushroom 
farms can be seen from Table III. 

Table HI reveals that the total cost per 
farm for small, medium and large farms 


Particulars 


1. Depreciation on fixed investment 
@ 10",^, per year (Rs) 

2. Interest on fi\cd cap'tal @ I2"„ 
per year (Rs) 

3. Operational and maintenance cost (Rs) 

4. Total cost (Rs) 

5. Total yield (Kg.) 

6. Total revenue (fj) 15 Rs/Kg. 

7. Net ReUirns(Rs) 


is Rs 4,768, Rs 18,378 and Rs 104,320, 
respectively, for one crop season. I'he 
yield of mushrooms per farm is observed 
to be 525 kg in the case of small farms, 
2,400 Kg. in medium farms and 20,(K)() 
kg in largo farms per season. The net 
ictiirn per crop for small farms was 
Rs 3,107, while for medium and large 
farms it was Rs 17,622 and Rs 195,680, 
respectively, which is sufficient to attract 
potential growers. 

l or studying the financial structure of 
mushroom cultivation, capital tuiiiovcr 


Small 

Farms 

Medium 

Farms 

Large 

Farms 

790 

3172 

20,600 

948 

3906 

24,720 

3030 

11,300 

59,000 

4768 

18,378 

104,320 

525 

2400 

20,000 

7875 

36,000 

300,000 

3107 

17,622 

19.S680 


ratio, gross ratio, opeialing ratio and 
rate of return on capital have been 
worked out for different categories of 
farms and arc presented in Table JV. 

The capital turnover ratio for small, 
medium and large farms is 0.33, 0.37 and 
0 48, respectively. This indicates that for 
each rupee of li.ved capital spent in 
nui.shroom on small, medium and large 
scale farm, the gross return is Rs 0.33, 
Rs 0.37 and Rs 0.4S, respietivciy. The 
gross ratio (i.c. ratio of operational and 
maintenance costs plu* depreciation and 


Taiili. II 



Operational and 

Maintenance 

C‘osts (In Rs) Per Farm (One Crop Season) 





Item 

Small 1 arms 


Medium Farms 


Large Farms 




Total 

Per Kg. 

/« 

Total 

Per Kg 


Total 

Per Kg. 

o.- 

/o 



cost 

of output 


."»OSt 

of output 


cost 

output 


L 

Labour (fnt hiding ramily Labour) 

900 

1.71 

29.7 

3000 

1.25 

26.6 

25,000 

1.25 

42.4 

2. 

Compost 

1000 

1.90 

33.0 

4000 

1.67 

35.4 

I0,0( 0 

0.50 

17.0 

3. 

Fertilizers 

100 

0.19 

3.0 

5(K) 

0-21 

4.4 

7000 

0.35 

12.0 

4. 

Spawn 

400 

0.76 

13.3 

750 

0.31 

6.6 

8500 

0.42 

14.4 

5. 

Sterilisation 

100 

0.19 

3.2 

300 

0.12 

2.7 

- 

-- 

— 

6. 

Electricity & Water Charges 

150 

0.28 

5.0 

5.'i0 

0.23 

4.9 

3000 

0.15 

5.0 

7. 

Pesticides 

130 

0.25 

4.3 

J5(K) 

0.63 

13.2 

3000 

0.15 

5.0 

8 . 

Miscellanccous, Post-Harvast etc. 

250 

0.49 

8.2 

700 

0.29 

6.2 

2500 

0.13 

4.2 


Total 

3030 

5.77 

100 

11,300 

4.71 

100 

59,000 

2.95 

100 ' 
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interest on fixed capital to gross return) 
indicates that large farms are more 
efficiently operated as compared to 
medium and small farms. The ratio 
for these farms is 0.31, 0.51 and 0.6K 
respectively. 

The operating ratios confirm the same 
view, i.e. large farms are economically 
more efficient as conipaicd to medium 
and small fanns. 

The rate of ictiini on capital was 0 13 
for small farms, 0.18 for medium farms 
and 0 31 for large farms This indicates 
the producing ability and operational 
efficiency of farms is more paying to the 
fixed capital when taken up on large 
^Cdlc. 

In order to woik out the minimum 
level of output which would pay back the 
total seasonal costs so that the farm may 
be economically viable, a break-even 
analysis was carried out. 

Minimum Production 

It may be observed from Table V that 
if mushroom faiming is to be earned out 
on a small scale, the farm must produce 
at least 189 kg output in one season. 
Similarly, the medium and large farms 
should push up their production to 688 
kg and 3,781 kg per season, respec¬ 
tively. If the output level is less than the 
iibovefiguies, farms will not be able to 
cover even the total costs and hence they 
will be converted into ‘sick’ farms. 

The following broad conclusions can 
be drawn in respect of mushroom cultiva¬ 
tion : 

1. Civil works consume the majoi 
share of total fixed capital (about 79 
per cent for small and medium farms 
and 70 per cent for large farms) followed 
by trays. 

2. In case of operational and main¬ 
tenance expcndituie, about 60 per cent 
investment goes to labour and compost. 
The expenditure on spawn is about 14 
per cent for small and large farms and 
7 per cent for medium faims. 

3. The average operational cost per 
leg of output is very high for small 

1 farms (about Rs 5.8) as compared to 
large farms (Rs 2.9) per kg. 

The net income from large farms is 
very high in enmparison to small and 


Table IV 
Financial Ratios 



Particulars Small Farms 

Medium Farms 

Large Farms 

1. 

Capital-Turnover Ratio 

0.30 

0.37 

0.48 

2 

Gloss Ratio 

0.61 

0.51 

0.31 

3 

Operating Ratio 

0.38 

0.32 

0.20 

4 

Rate of Return on Capital 

0.17 

0.18 

0.31 


Tabif V 




Break-oen Analysi 

s 



Particulais 

Small farms 

Medium farms 

Large farms 

1 

Fixed Invc^lmcnt Per Crop-Season 
(Depreciation and Interest (Rs) 

1738 

7078 

45,320 

2 

Total Variable Costs (Operational 
and Maintenance (Rs) 

3030 

11,300 

59,000 

3 

Cost per Kv Output (Rs) 

5 77 

4 71 

295 

4 

Break-Fven Volume (Kg.) 

189 

688 

3781 


medium farms Comparing the total sold and used as soon as harvested, 
expenditure (ti\cd and vanable costs). When adequate marketing facilities are 
it is observed iliat large farms spend 22 not available, the produce gets spoilt and 
limes more Ilian ^mall farms but the net the entire loss goes to the mushroom 
gain is 66 timcv as compared to small groweis. Hence, farmers do not want to 
farms take the risk of producing mushrooms. 

The jmomc generation capacity The large farms arc having processing 
was found to Iv more in the case of plants and processed mushrooms can be 
large faims as compared to small and kept for months without being spoilt, 
medium farms The rate of return was 
also cncourauin^ on large farms (31 
per cent). 

Though musliioom farming is a profit¬ 
able veniun-, ytt many farmers do not 
take intercsi in this line because of the 
following reasons: 

1. Farmers hesitate to undertake 
mushroom farming because it requicds 
special care and expertise, 

2. Mushroom cultivation requires 
much investment and many faimersare 
not in a positmn to invest the required 
fund; and 

3. Since mushrooms are a highly 
perishable commodity. This must be 
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Fociu on Inivuiry 


Leather & Footwear Machinery 


Thuris has been a steady use in the use of 
footwear machinery since I960, when 
Indian footwear started being exported to 
Soviet Union against rupee trade. The 
quality of footwear and raw materials 
including leather further improved over 
the years and more leather and footwear 
machinery started being manufactured in 
India. 

There are live units engaged in the 
manufacture of leather and footwear 
machinery, total capacity being worth 


Rs223 lakhs per annum. One unit is manu¬ 
facturing leuther tanning and finishing 

machinery. 

The production during the 

last five yeai 

s has been as under : 

Leather Machinery Production: 1976-80 


(Rs lakhs) 

Year 

Production 

1976 

27.18 

1977 

38.64 

1978 

149.34 

1979 

33.(K) 

1980 

68 73 


The small-scale sector is also contri¬ 
buting to Ihc indigenous production of 
footwear machinery. 

The four important units engaged in 
the manufacture of leather and footwcai 
machinery are in the private sector Bata 
India is making machinery for its own 
factories. But Vulcan Laval, Metrowood 
and Engineering and Guest Keen 
Williams arc the main producers Only 
recently Andhra Pradesh Heavy Machi¬ 
nery Corporation, a joint-sector company 
iwith Stale and private sector combined 
together has come up but not yet started 
making machinery. But it is expected to 
make machinery in the near future. 


Two units, Bata India and Guest Keen 
Williams are located in Calcutta; Vulcan 
Laval is in Poona, Maharashtra; Metro- 
wood is in Ahmcdabad and Andhra 
Pradesh Heavy Machinery in Vijayawada, 
Andhra Pradesh. In other words, the 
companies are well scattered all over 
India, there is not a single company in 
North India. 

The imports of leather footwear 
machinery during the last four years have 
been as under ; 

Imports of Leather Machinery 


Year Imports 


1975- 76 ^55.05 

1976- 77 123.09 

1977- 78 153.45 

1978- 79 275 42 

The demand for imported machinery is 
rising every year as the manufacturers are 
not able to make all kinds of maLhines. 
A large number of items of leather and 
footwear machinery arc on open general 
licence list foi CO imports. The import 
duty is 25 per cent to 40per cent. Imports 
are largely from West Germany followed 
by Italy. These two countries are the 
source of major part of the imported 
machinery. 

Thcic have been some exports of foot- 
Exports of Footwear Machinery 


Exports 


(Rs lakhs) 

1975-76 


8,34 

1976-77 


5.88 

1977-78 


2.37 

1978-79 


4.62 


wear making machinery and mostly the 
exports are directed towards neighbouring 
countries like Sri Lanka and Bangladesh, 
countries in South East Asia and Middle 
East where new markets are being found. 

There is scope in the field of foot¬ 
wear machinery for the manufacture of 
quality products of compact features 
reasonably priced to be within the reach 
of the small-scale users as the manu¬ 
facture of leather footwear is reserved 
for small-scale sector. Such machines are 
listed as under : 

1. Strap Cutting Machine. 

2. Strap Folding Machine. 

3. Skiving Machine. 

4. Clicking Machine. 

5. Upper Folding Machine. 

6. insole Converting Machine. 

7. Pulling Over Machine. 

8. Pulling Over and Cement Lasting 
Machine. 

9. Concolc Lasting Machine. 

10. Staple Side Lasting Machine. 

11. Kamariam Lasting Machine. 

12. Outsolc Stitching Machine. 

13. Heel Seat Lasting Machine. 

14. Automatic Packaging and Cycletting 
Machine. 

15. Hand Vulcanising Presses (DVP) 

16. Foam Rubber Vulcanishing Presses 
(DVP) 

17. PVC Shoe Machine (Four and Six 
Stations) 

18. String Lasting Machine. 

Proposal for foreign collaboration for 
the manufacture of the above items is . 
being considered on merits. 

—Hardev Singb 
AUGwr 21« llpt 
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STATE OF THE 
ECONOMY 


State Government 
Loans 1993 

Twenty mate Goveuinitnls 
have cifinoimced the issue ol 
then new loans bcaiing in 
teiest at 7 (K) per tent pel 
annum for amounts aggiegat- 
ing Rs 4S7 25 eioies The 
and the amount of loan 
* f)cing Mised m rupees crores 
IS Andhra Pradesh ("'2 00) 
Assam (II ^0), Bihar (2^ 
Gujarat (29 00) lidi vani 
(14 00), Himathil Pradesh 
(1 7S)^ Jammu & Kashmii 
(2 75) Kainalaki (22 75), 
Ktrala (24 00), Madhya Pra¬ 
desh (17 25) Mahaiashlra 
(35 25) Manipui (2 75) Naga¬ 
land (3 75) Orisvi (23 7^), 
Punjab (12 25) Rajastlun 
(38 00) Tamil Nadu (34 50) 
Tiipuia (2 75), Uttar Piadesh 
(84 00) West Bengal (19 75) 
Total 457 25 

I he loans will he Nsued at 
Rs 100 (K) pci cent and aie 
p^'^ftdeemable at pai alter 12 
yjurs i e on Septembci 1, 1993 
Interest will be paid half- 
yeail> on Maith 1 and Sep- 
Jembci 1 each year 

The value of investments in 
the loans now issued to¬ 
gether with the value ol other 
previous irn'cstments m 
Government seturities will be 
exempt from the wealth tax 
uplo Rs 150,000 Siibstiiptions 
may be m the toim ot cash/ 
cheque Securities of the pre¬ 
vious loans will also be accept¬ 
ed at par foi tonsersion 
into the new loans of the res¬ 
pective State Governments 

Applications for the loans 
wll be received at the offices 
of the Reseivc Bank of India 
at Ahmedabad, Bangalote, 
Bombay (Fort and Byculla), 
^Calcutta, Hydeiabad, Jaipur, 
Kanpur, Madras, Nagpur, 
New Delhi and Patna and 
(0 branches of the Subsidiary 
Banks of the State Bank of 


India tonduwting Cioveinmcnt 
treasury work except at Jl)dei i- 
bad and Jaipui, (ii) biancht*' 
ot the State Bank of Indi i at 
places wheie theic is no 

bi inch of Its subsidiaix bmks 
conducting Government 1il i 
sutv work, and (iii) In tfit 
case of Jammu ind Kashn ii 
State Development Ion 

applications will be icclixuI 
at blanches ol the Jrimmu nd 
kashniii Rank ltd within th 
Slate ol Jammu Si K islnnii 
and blanches ol the St i 
Bank of India whcic tiKit is 
no blanch of Jammu id 
Kashmir Bank ltd 

Jn the event of o\li ul- 
siription of the Loan appi lJ 
loi applicants(endeimg ip^li 
cations at the oft ices < I Ik 
R cseive Bank ol Indi i i 
Ahmcdabid, Bangalore H n 
bi> (loit and B>cul ) 
Calcutta, Hyderabad, Jiip i 
Kanpui, Madras, Nagpui \ w 
Delhi and Patna will K i lii 
the option ol iianslemn^ ili u 
cash leluiids to anv oil i 
State Government loan 

Drugs Prices Revised 

Leader prices of 21 lonn ii 
lions ha ye keen icviscd ih 
these, the total niimbci >1 
icviscd leader prices com to 
250 Leader ptices ol th l 
mamuig 50 foimulations o 
expected to be annomi J 
shoilly 

The new puces aic •) 
Telaiius antitoxin 750 i ii pi i 
amp , 25 amps box Rs ‘'S 

(2) Tetanus antitoxin 750 i 
per amp , 1 ampoule Rs 2 * 

(3) Tetanus antitoxin IP I 

1 u pel amp. 25 amps ' x 
Rs 88 46, (4) Tetanus iin 
loxm IP i500 1 u Dcr am > 

1 ampoule Rs 3 52, (5) Ttt u is 
antitoxin 10,000 i u p r 
amp , 1 ampule Rs J (2 
(7) Telamis antitoxin 2 000 
I u per amp, 10 amps l)o\ 
Rs 362 68, (8) Tetanus anti¬ 


toxin i0,000 I e per amp, 

1 ampoule Rs 36 27, (9) 

Tetanus antitoxin IP 5,000 i u 
pci amp, I ampoule Rs 89 30 

(10) Clohbiate capsules 5(K) 
mg/cap ^0 capsules Rs 18 02 

(11) Vitamin ( diops 100 
ing/ml, 15 ml bottle with 
droppci Rs 3 54 (12) Vitamin 
C diops 100 mg^ml 30 ml 
bottle with dioppci Rs 5 32 

(13) Phanqiionc tablets 50 
mg/tab 20 tabs bottk/sliip 

(14) Gentamvem mjeclioii 
Gcntaniycin base 40 mg'ml 

2 ml vial Rs 9 82 (15) GliU i 

m>cin c\e/eai diops (gtnta 
mytin base) 3 mi;^ml 2 ml 
vial Rs 3 50 (16) Dox\ 

cvehne cipsules 100 mg 

caiisule'' 6 s stiip/botilc 
Rs 10 56 (17) PMa/miiTiidt 

tabs 500 me tab 10 s strip 
Rs 15 “to (18) CLtiiinidi 
toncentiatt 20 pei cent w n 
500 ml bottle Rs 40 S8 (20) 
Ccliinudc tincluie 0 5 pci (.tnt 

100 ml bottle Rs 3 74 (21) 

Cetrinudc tiiKture 0 5 pci cent 
w/v 500 ml/bottle Rs 11 22 
Pi Ices ol 700 mi imin loi 
muiatioris and 23 bulk diiic 
aie >ct to bL (inilistd 

Rupee Upvelued 
Ageinst Pound 

The Receive Bink ol Indn 
annoanced on August 10 an 
upw ird revision ol the rupee 
by 0 61 pel cent in ickUion 
to the pound stcilme The 
spot bu>ing and sLlline i itcs 
aic so fixed as to eivt, a middle 
rate ol Rs 16 30 pet pound 
stcilmg compaitd to the 
cdihci middle i itc ol Rs 16 40 
Ihc new buvum and selling 
latcs for spot dclivci> aic 
Buying Pound stcilmg 6 1538 
per Rs 100 (coiicspondmg to 
Rs 16 25 jper stcilmg) Scllmo 
Pound sterling 6 1162 pLi 
Rs 100 (coriespondmg to 
Rs 16 35 pel sterling) 

Netionalised Bank's 
Directors 

The F mince Mmisii) 
has nuHied Lxccutive Direc¬ 
tors foi live of the nationalised 
kanks Mr P V Simivasan has 
been appomtt.d Foi the Indi in 
Oveiseas Bmk lor a thice 
ycai tcini till August J2, 1984 
Mr P.S Deshpande and 


Mr D. N Shukla have been 
appointed for Maharashtia 
Bank and Bank of India on 
similai terms Mr H N Rao 
takes ovei at the Syndicate 
Bank for a peiioatill Febru¬ 
ary 25, 1984 while Ml R M. 
Piadhan’s appointment as the 
Fxechtue Direcloi at the 
Ccnlial Bank of Fndia is for 
one vear term ending August 
12 I9S2 

Electric Typewriter by 
Hindustan Teleprinters 

Hindustan Tele pi inters Limi¬ 
ted the public sector unit 
pioducing iclcpiiiittis IS going 
in foi ma nil fa cl me ol electric 
ivpcwnUis m Lollaboiation 
with Ollixcin ol ftal> The 
Challm Ml of Hindustan Telc- 
piiiicis Di Scctinraman, 
si jitd icccnilv that nearly 
15 000 dec Ml Ixpewuters 
would be mod need evei> year 
wiihm the next two ^ears. 
I^ioduction of the conxentional 
electro mechanical Icleprinters 
at the M idi IS pi ml would be 
ph iscd out hN 1985 ind the 
puul iclion dcililv utilised 
eiadualK loi nukmg cicctiic 
t>pc\\iilcis and compiitci 
pciiphci I Is 

Hindiisi.m TcicpiIntels has 
t iken up an imbilious project 
loi pioducme dcdionic tcle- 
pimtLis It plans to pioduce 
8 000 siicli tLkpiinlLis a xcar 
which would be laised to 
1000 units When full eapa- 
cit\ is leached Hmdiist in Tele 
pimtcis would be one ol the 
I lu^st prod Heels ol eleet ionic 
telepimreis m the world 

I he ledipimlci pi ojccl in¬ 
volves a eipiial outlay of 
about rupees live eioies and 
the entile amount is propc^sed 
to be met out ol Joins tiom 
IheWoildBink fhi Lhaiiman 
est muled the cost ol electric 
ixpewiilei at aiound Rs 6,500 
pel nuehinc Hmdust in Tele¬ 
printers will have to compete 
with the Remmvlon Rand of 
India which also has a licence 
to piodiiec 15 00(.> electric 
t pewnieis The Chan man, 
Hindus!, n Teleprmleis hoped 
that the compmv would pe- 
qiiiic an oidei cd at least 500 
telcpimteis to go in for the 
tclepimteis in languages other 
than english T he cost of cleo 
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tronic teleprinter would work 
out t(» Rs 25,(KX) against 
Rs 15,IKK) for the electro 
mechanical machines which 
arc being phased out 

Jewellery Exports 

jbxpoit earnings from gold 
jewellery have touched the 
Rs 10-croies mark lor and the 
target of Rs 25 cioics lixed toi 
the cuircnt linaiicial }cai is 
: likely lo be exceeded Indian 
I gold |cwcllei>, both plain and 
Studded, is becoming populai 
abroad 4pail liom the Gull 
count lies some oiders have 
also been received trom so¬ 
phisticated markets such as 
the US and the UK Fxpoit 
orders bv India aic stated 
to be aiound live cioies ot 
rupees and moie aie expected 
to be inatciiahscd ni due 
course because hiiveis lioni 
Kuwait and Dubai vvcic iii 
New Delhi icccntl> (oi dis¬ 
cussions with the Handle rail 
and Handloom Fxpoit Coi- 
poiation, the canalising 
agenev, and lO associate sup¬ 
pliers 

Jn the last financial >cai 
exports of gold jewdleiy were 
worth Rs “^4 cioics This 
was so because the new 
scheme was implemented fiom 
Dcccmbci last \eai I he 
scheme pi o\ ides loi expeuts 
ot gold oinanicnts and aitides 
against gold supplied lice of 
chaige in acl\ance b> the con 
cemed foreign bu>cis to the 
extent of quantity used in the 
manufdcluie ol expoiltd items 
The Union (KHcinmenl in 
tad allowed impoil leplemsh- 
^ ment benefit in the cuiicnl 
years policv m oidci to ui- 
, crease the cxpoti of studded 
j jewelleiv 

; Indo-Nigerian 
Joint Commisoion 

The hist Indo Nigeiian Joint 
I Commission met in New 
Delhi foi tliicc days fi om 
July 2810 10, 1981 The Indian 
[ delegation loi the Indo- 
I Nigerian Joint Commission 
^ meeting was led b\ the Minis- 
tei of Finance. Mr R Venkata- 
, Wtman while the Nigeiian side 
: wasted b\ Mis A F 0\agbola, 
Mmistet ol National Planning, 
Federal Republic «,)! Nigeiia 
f Increased cooperation between 


tndia and Nigeria in agricul¬ 
ture, industry, commerce and 
technical helcls hguied in the 
discussions at the joint com¬ 
mission meetings 

Fconomic coopet alien m 
various fields between India 
and Nigeria has increased 
appreciably over the years 
The Indian expoits to Nigciia 
include, tianspoit equipment 
tiactor machinciy, metal and 
cotton manufactures, medi 
emes, and phai maceiiHeal pro¬ 
ducts, pcarlsand ptcciousstones 
and cosmetics From Nigeiui 
besides importing cocoa and 
crude vegetable and animal 
materials India is impoitmg 
crude oil Besides lioldmg 
discussions at the joint com¬ 
mission meeting the Nigeiian 
delegation during then stay 
in the capital cillcd on the 
Union Mmisici ol 1 ood and 
Agiicultural, Rao Birendia 
Singh and Minister ot State 
foi Industries, Dr ( haranjit 
C hanana f he delegation 
called on the Vice-picsulcnt 
Ml M HidayatuIIah also 
The delegation visited 
the Fndian Agricultuial Re¬ 
search Isiitutc, the Oklila 
Iiulustiial F slate and a tiac- 
toi manufacluiing company at 
I at Ida bad 

Procurement by 
Jute Corporation 

During the jiitc season, 
1980 81 (JuK to June), the 
JutcCorpoiafion ol India(JCl) 
prociiicd a iccoul quanlitx ol 
10 62 lakh bales its higlu ^l 
cvci Fills was achieved des¬ 
pite heavy odds m the wake 
of Idigc caiiy-ovcr stocks and 
bumpci crops FJiinng the cui- 
rent season, 1981-82 the cor¬ 
poration plans to piocurc 21 
Idkli bales 12 lakhs Ihiougli 
Us own puichase centics and 
5K)0 000 Ihiough coopcia- 
tivcs with emphasis on cm- 
laigcmcnt of procuiemcnt fiom 
the growers to the maximum 
extent possible 

A system of jule growers 
card h*is been introduced iii 
West Bengal to stait with, in 
the bolder areas This will 
enable the JCl lo make pur¬ 
chases from growers diicct thus 
eliminating middle men F oi 
helping small and marginal 
jute growers^, the JCl hub 


started a pilot scheme through 
a package of measutes, which 
would ensure grant of insti¬ 
tutional cicdit, timely supply 
of inputs and assured niaikct- 
ing of raw )ute at lemuneia- 
tive prices 

On the R&D side, a new 
project has been developed by 
using jiilc as I tcmfoicement 
lor plastics I his pioject has 
got great poitnlicil foi appli¬ 
cation in aicas like low-cost 
housing, gr.im silos iiiig,ition 
pipes, fishing boats etc Basic 
tcchnolog) has been developed 
and efforts loi commercial im¬ 
plementation aic being nndc 

Rural Electrification 

The Rui il DecUification 
Corpoi ition (RFC) has sane 


tioned another loan assis¬ 
tance oi ovet 1 upces eight 
crores for 33 new RE projects. 
The new piojects will help 
electiif> 9(H) villages in seven 
Slates Jn addition, more than 
17(X) iriigalion pumpsets will 
be energised and powet pro¬ 
vided for n,0()0 industrial 
and olhei scivue'^ m the 
scheme areas Ol the new 
sanctions over Rs 5 5 cioies 
aic meant loi clcLlrification 
ol hickvvaid areas Undci the 
Haiijan basti clcctiification 
piogiammc, the coiporation 
has sanctioned a loan assis- 
t.uicc of molt th m R^ 13 lakhs 
(o extend cIccliKit to ovci 2(K) 
haiijan baslis m Rajasthan 
and And hi a Piadesh 
I 01 tliicc 1 uialciccli ificdtion 
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projects in Jammu and 
kashmir the Corporation has 
approved an additional loan 
assistance of Rs 90 lakhs to 
I, ».cet cost escalation With 
tlhis, the corpoiation has so 
fat sanctioned o\ci 4,600 
schemes involving an aggie- 
gate loan assistance ol ovei 
Rs 1,S10 cl ores On comple¬ 
tion, these pio)ects together 
will cicctiilv o\ci 200,000 
villages and eneigi^c* 16'’^ 
lakhs II ligation pumpsets 
thioughoiil the coiintiy The 
coipoiation has alicady clis- 
biiised moie than Rs I 043 
cioies for the implemcnlalion 
of Its piojccts 

Crijdit for Kenya 

The Piime Ministei Mis 
liKliia Gandhi announced 
a 1 1 edit ol Rs 10 (loics to 
Kens a Mis Gandhi, who 
wa^ in Keina leccnlK staled 
that Indo-Kenva relations were 
getting closei md >he hatl 
vciv useful exUiinges ol \ kws 
with Piesidsni Dank I Ai p 
Moi She paid gieat iihutes to 
Piesidcnt Mol loi his leadei 
'‘hip, both of Kensa and ol 
Organisation ol Mi lean Unilv, 
and said with his vision he 
was woikmg foi a piospeioiis 
Kenya and icsuigcnt Miica 
Mrs Gandhi thanked Piesident 
Moi Ioi iriMtnm hci to his 
yci antiy tind said that in then 
heie the\ h.jd agiced on 
>ciics of measines whkh would 
go a long wav m si lengthen¬ 
ing fuilhct coopeiaiion bet¬ 
ween the Ivvo loiinliies 

Paddy Procurement 
in Andhra Pradesh 

Paddy provuicmcnt imdei 
price suppoit opcialion by the 
Food (orpoiatioii of India 
m And hi a Pradesh this rabi 
season, which began m Apiil 
last, has lecoidcd a foui-l >id 
increase ovei the pievious ve.’i 
As against 30,000 tonnes ol 
paddy procuied in the last 
rabi season (1980), the total 
purchase ol paddy till Juh 
this ycai has exceeded I20,(K)0 
tonnes Siniilaily rue pio- 
curcnient this labi season has 
.?ihown an incicase ol about 
’’150,000 tonnes than last ycai 

The total piocurement of 
rice and paddy since the com¬ 
mencement of the current ciop 


year in Octoder last was 
500,000 tonnes as against 
400,000 tonnes bought Iasi vcai 
The offtake of iite foi ihe 
public distribution syslcni h»s 
been ii'-ma m lecenl monihs 
Dining the Lot month about 
42 000 tonnes ol ikc aiul 
6,000 tonnes of wlkal hul 
keen m.idc av.iil ibk li)i disiii 
biiiiop through Ian pii^L 
shops The oilt'ke ol wlk. Ioi 
the public disiijbinii>n v iim 
had moie thin doiibltd m 
I9S() 81 (230,000 lonnis) is 

aaamst 103,(00 Kmiik ip 
197^1-80 ] he Ilk lea c m ( II 

take was on aisoiinl ol hk 
dioimhl ionditioiis in nimv 
pills ol the Stale 
Duiimi 1980-81 about KOOOO 
loniKS ol Ike wa> i ii d 
b)i the dfought icliel mi isi i 
I or)il Ioi W Ol k Pioei ni i i 
and N itional Riii. I I mp* ^ 
ment Piogiainmc \iullii 
Piadssh heme the onlv iiipli 
Slate 111 ihe South hid i i 
to meet ilu incieau'd iLOint 
mcnis i^l the nei'hSMii 
diought alleslcd Slat s ^iiih 
l.imd Nadu and Kainala’ In 
ad lition dospilihc^ to Kli N 
continued AsIlmI movcnn i 
done with ths ai toe m pi> ii 
ol South Centi'I R. ll\^ i 
. s follows Keial i (I 2*^ I ii li 
toriiK'') Tamil Nadu (2 I h ii 
tonnes) and Karnataka (J(M)H) 
tonnes) 

Guidelines for Issue of 
Bonus Shares 

Undci the ( apil I I 
(Conlioh ^^ 1,1 1947 >11 I 

pakks icqiine the pnoi app 
val ol the Union Ciovcirm 
thiough tlie (oiiIioIIli • 
C a pi 111 lssue^ Ioi issu I 
bonus shale** The (io'lhi 
men! has levicwcd the s'i i 
giiidclints in this upau ' 
his decided to levisi il i 
in serlain lespccls 71 k icm » 
guklcline' aic given bclov 

1 Theie should he a p 
vision in the at tides ol .i 
elation ol the companv ’ 
c.ipitah'-ation of rcM'ivss c 

If not, the companv slim I 
pioduce a icsolulion pa** 1 
at Ihc geueial bod> miki 
piovisions in the ailicks I 
association foi capiialisatn n 

2 Consequent to the issul 
ol bonus ‘•haics il the sub 
sciibed and paid-up capital 


exceeds the authoiiscd capita), 
a resolution passed at the 
gencial bodv meeting m les- 
pect ol incic.ise in (he aiitho¬ 
med c ipilal IS neces'aiv 

3 The companv should 
furnish a resolution piissed ai 
the general bocl\ meet mg loi 
bonus issue belok an appii 
vaMon IS nude li> the C ontiol 
Id ol (apilal Is' lies In Ihe 
gcncial bodv icsoliition Ihe 
nKinagenkiil s mlention logaid- 
ing the rate ol dividend to 
be dedaicd m the veai im 
mcdi.iiclv allLi the bonus i^^ue 
should be indicated 

4 Ihc* bonus i sik is pci- 
mitted to he mads out ol 
hcc ij'-dvcs built out c ’1 the 
genLims pioliis o\ shiu pic 
mium colkcied m c 'sh onlv 

^ Reseivis lie lied b\ ic- 
valuiition of fiVLil assets uic 
pot piimiitLil to Ik capita 
locd 

6 IXvilopmini ubale le 
SCI vc/itncslmerl allow incc 
icsi'ive IS eonackisd a* lice 
K ci VC loi the pi I post ol 
I fkul •(urn ol Fc'sidiial re sei vi s 
le*'! 

7 All toutmcL111 liahilitic'^ 
disdosi <1 in tlie «uiditcd 
*iccoiinl whkh have a be‘ring 
on the IK I piolits. shall be 
taken mto «.^onnl m llic 
cilciilaiion ol the minmuim 
residual ic'encs 

8 1 he lesidiial resei \es a ltd 
tht piopostd c ipilalistfiion 
dnuild he it k€>st 4 (i |xi ceni 
ol the iiKic *‘‘cd pud up 
capital 

9 Hint} pci cent ol the 
.’Veiagc jiiolils biloie t*i\ ol 
1 he companv loi the pitMmis 
three vears should vicld a U'li 
ol dividend on ihi L'pinc'ed 
capital ban <»i the comp«m' 
**t 10 pci CL 111 

10 Dcdiialion ol bonus 
issue in lieu ol dividend is noi 
allowed 

11 Ihe comp^iiiv m iv m.ike 
a fuithci application loi issue 
of bonus h.'ies onlv allei 
36 months limn the date ol 
sanction bv tlu Cjovcinnicnt 
ol <111 eailki bonus issue il 
( ny 

12 Boiup ksucs aie not 
permitted unless the paill> 
paid shales, il anv existing, 
.lie made lullv p.iid up 

13 No bonus issue will be 


permitted if there is sufficient j 
leason to believe that the com¬ 
panv has defaulted in respect ^ 

of the pa>mcn! of statutory | 

dues ol Ihe employees such \ 

as contribulion ol provident 
fund, giafuity, bonus, cfc 

14 ( apifal ic^wives appeal¬ 
ing m the balance sheets of I 

the companies as a result of j 

evaluation of assets oi with- | 

out accrual ol cash lesources j 

will neilhci he <illowcd to be j 

cjpilali*‘cd noi taken into * 

occoimt m the computation j 

of the ic'sklual reserves of | 

40 per CLiil foi the purpose of i 

bonus I Mie ! 

1^ At aiiv (Uic lime the 
tot. I .'mount pcimiited to be 
capitalised foi i*suc of bonus 
'‘hales i>ut of free reserves 
shill noi exceed the total 
amoiml of paid-up equity ] 

capit.il ( I lire companv 

16 Appli'alions foi issue 
of bonus sh.ne^ should be 
made withm one month of 
the bonus announcement by 
ifji Boaid t>f J')irecl<)is of the 
I ompanv 

1 ^ In c 'Si s where there is 
anv default in the pavment of 
anv tL’iii loans ouisiandmg to 
mv piibik ImancLfl mstitu- 
iion .1 no oS)Cvtion letter 
from that mslilulion m res¬ 
pect ol the issue of bonus 
shi'ic> should bt li'inished by 
tlu companies eonccincd with 
the bonus application 

Application I’rocedure 

Ml applkaturns for bonus 
I'^si'e liould bi signed bv a 
pel son not Ik low ihi rank of 
Diicetoi SvlilI m> logether 
wilh a cel 1 iluaU 

A icilHicUe from the audi¬ 
tors of the lompanv m the 
piofoiii.a as uncicr shall also 
iu fill m shed 

hiVL veil fuel the lu- 
loimation linmshed by the 
companv loi I'-sne ol bonus 
sillies aril find the same as 
coned We aKo ccitify that 
wc have received all the in- 
foimition icqiiiied bv us fcir 
ih vciific.ilion 

We hcichv ccr.il> that the 
pioposal contained in tl^ 
application few Ihe issue of 
bonus shales meets all the 
lequncmcnts of the bonus 
issue guidelines, including the 
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guidelines contained in para¬ 
graphs 8, 9, 11 and 13 in 
force issued by the Govern¬ 
ment in this regard actording 
to the information furnished 
to us and to itic best of our 
knowledge. 

Cell for Transfer of 
Technology 

Union Minh^ter ol Slate tor 
Science and rcehnology and 
Electronics, Mr (\P N. Singh 
has piloted a move to set up 
a dedicated cell in the Depart¬ 
ment of Science and Techno¬ 
logy (DST) for imparting 
momentum to traiisicr ami 
trading in tet‘hnoh>gy. The 
cell in DST will coordinate 
the intcgraleil approach to 
technology iransfer and hade 
as well a'^ monitor and sleei 
individual eases in coordina¬ 
tion with other eoneciaicd 
Ministries. 

The step has been taken in 
view of the fact that India 
is inercaNiiigly being sought 
after by other developingeouii' 
tries for lecitimlogy transfer 
a concept which India got 
accepted internationally by 
taking the lead in international 
forums for Technology Co¬ 
operation fi>r Developing 
Countries (TCDC). 

The types of technologies 
tliiit can be olfcied include: 
agro-based industries; forest- 
based industries; phyliK-he lin¬ 
eal projects; waste uiilisaiion 
processes; fotid processing in¬ 
dustries; leather lamnng and 
leather eliemieals; .tgroehemi- 
cals, pesticides and insecticides; 
chemicals based <m coal car¬ 
bonisation and by-products; 
bcn/cnc, toluene a.nd xylene 
based chemicals; drims and 
intermediates; mini CLineni 
plants; mini-paper pr*>jcels; 
small liactt>rs and machine 
tools; consumer pioduelsand 
rural-based projects. 

Portable *Non-contact' 
Thermometer 

A new' portable infra-red 
thermometer which can 
measure temperatures in the 
range 6tX) to I600^T' very 
accurately at distances up to 
several metres from the target- 


spot being assessed is offered 
by Land Pyrometers Limited, 
represented in India by Larsen 
and Toubro Li mi led . De¬ 
signated Cyolops 51, this ther¬ 
mometer IS designed and 
marketed by Land Pyromelers 
Li nil led ot Sfhcffield, Fngland 
and maiuifaeltired to their 
speeiliealion by Minolta 
('ainera C’o Ltd id' Japan. It 
has major applications in the 
steel and non-ferroir^, glass, 
ceramics, power generation and 
chemical industries. 

The inslrumcnl employ > 
camcra-(|».nlity optics of Iho 
M'lclcleiis reflex t\pe. ’Lhc iis(*r 
simply sights IIiroLigli the h i nd- 
hcltl instmment anti focusses 
the la I get ol' mleiest inside a 
nieaaiicmcnl spot in iliceentic 
ol the viev\. Vvhen the trigger 
IS pressed, a digital display o!' 
the spot lempcraliiie, lo llic 
nca'csi I appears within the 
Mcvv liiider immediately below 
the \icw. I'his leniperatuiciis- 
play is normally ‘iipdateti" 
c\cr\ 0.6 second, or the user 
can Select a peak-peaI mg miKie 
whereby the higjiest \Mltie 
obtained ilnring the measure¬ 
ment period is retained. There 
IS ;ilsi> a I'ahrcnheil muhIcI, 
(\ clops 5 IF, co\ Cling the 


range 1200'^ to 3000«F in 
1°F increments. 

Iraqi Contract for ECC 

Engineering Const ruct ion 
Corporation Limited (F.CC) 
ha.s been awarded a contract, 
valued at Rs 400 million, for 
the construct ton of Police 
Headquarters Building m 
Baghdail by the State Organi¬ 
sation of Buildings. Ministry 
of Housing and Constriietion, 
Government of Iraq. ECC 
participated in this selective 
tender invitation to bid with 
other international construc¬ 
tion compumes. I’hc building 
complex, designed by a pro¬ 
minent local architect, lias a 
spread hiyoul and basement 
with the main block rising to 
12 floors. The contract is on 
a 1 11 rn U' V ba s i ^ cove r i n g c i vi I, 
electrical installation, aircondi- 
1 inning, telephone, lire-dctce- 
tion, fire-lightiiig, sanitary and 
other special services. The buil¬ 
ding will ha\c a faeatle o\' 
precast unit**’, lhc contract 
completion is 30 months com¬ 
mencing Irom August .S, 1981. 
ECC is currently executing 
two other contracts in Iraq 
valued at 260 million rupees. 


Nainas in tha News 

Mr R. Parthasarathy, IAS, 

has taken over as Executive 
Director in Gujarat Narmada-^ 
Valley Fertilizers Co Ltd 
(GNFC), Bharueh. Before join¬ 
ing Gujarat Narmada Valley 
I'ertili/crs Co l.td, Mr Partha- 
sarathy was Managing Direc¬ 
tor of Gujarat Slate Co-opera¬ 
tive Land Development Bank, 
Ahmed abad. 

Artibi Venkateswaran, Assis¬ 
tant Vice President, Bank of 
America, has been promoted 
to the rank of Vice-President. 
He IS a Senior Credit Officer 
with the bank at its Bombay 
branch. 

Mr K. V. Ramacliandraii 

look over as Director (Per¬ 
sonnel) of the Heavy Engi¬ 
neering Corporation Ltd, 
Ranchi, liarlicr, he W'as Cienc- 
ral Manager (Personnel) 
m Hindustan Copper Limited. 
He was with llie Indian Air¬ 
lines from 1969 to 1972 be¬ 
fore joining Hindustan Copper 
I td in j;)cccnibcr J972. He 
is also on the Bo.ird of Direc¬ 
tors of the Minerals Explora¬ 
tion Corporation a Govern¬ 
ment of India enterprise. 
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7.00 per cent Stete Government Loansr 1993 

I. 

^ ----—- ■ ! PAR for converMon into the new loans of the respective State 



State 

Amount of loan 



(In clores ol Rupees} 

1. 

Andhra Pradesh 

52.0(^ 

2. 

Assa m 

11.50 

3. 

Bihar 

25.50 

4. 

Gujarat 

29.00 

5. 

Haryana 

14.00 

6. 

Himachal Pradesh 

1.75 


Jammu ^ Kashmir 

Kama la ka 

2.75 

i) 

Kerala 

24 00 

10 . 

Madhva Pradesh 

17.2'^ 

11. 

Maharashtra 

35.25 

12. 

Manipur 

2.75 

13. 

Nagaland 

3.75 

14. 

Orissi 

23.75 

15. 

I’nnjab 

12.25 

16. 

Rajasihan 

38.00 

17. 

Tamil Nadu 

34.50 

18. 

Tripura 

2.75 

19. 

Uliar Pradesh 

84 0(' 

20. 

W'csl Bengal 

19.75 





The above loans will be issued at Rs, l(M).(K) per cent. Ha 
subscription towards the same will be received on J uesday, ! ' 
September M)8I uplo the close of Bankini? hours. In the c\l!i 
of 1st September 1981 being declared a holiday by an> Si.? 
Government Lmdcr the Negotiable Instruments Act, ISM. i* 
subscriptions will be received at the concerned receiving oflK 
in that Stale upto the close of Banking hours on the next vo? i 
ing day. All the State Governments reserve the right to ivi. 
subscriptiems upto ten percent in excess of the notitied anioiii i' 

The loans will be redeemable at par after 12 years i.c ^' 

' 1st September 1993 and interest will be paid half-yearly ov I ' 
March and 1st September each year. Interest in respect • 
loans wdll be liable to ta.\ under the Income-tax Act. ' 
Interest on Government securities along with inctnne in the loifi 
of interest or dividends on other approved invc.stments wiM 1. 
exempt from Jncomc-lax subject to a limit of Rs. 3.0(K>’- p. 
annum and subject to other provisions of Section 80L of t! ^ 
Income tax Act, 1961. 

The value of investments in the Loans now issued logclhv 
with the value of other previous investments in GovcrnintMii 
^curities and the other investments specified in Section 5 ‘' 
^e Wealth-tax Act, 1957 will also he exempt from tiu Wealili 
lax upto Rs. 1,50,000/- 

Subscriptions may be in the form of CASH/CHEQlil 

Securities of the following loans will also be accepfed AT 


j (jovernments : 

Name ol’the loan icndercd Name of the new 

lor conveision loan issuable 

! I. 5J'’'. Aiulhra Pradesh Slaic 7.00“,, Andhra Pradesh 
Development Loan. 198! State Dc\clopnienl Loan, 

1993. 

j 2. 5^ Assam I <xin. 1981 7 00“,, As>am Loan, 1993 

' 3. 5r’o Bdiar State 7.00“., Bihar Stale 

Development Loan. 198! Development Loan. 1993 

4. 5J“„ Gujarat Stale 7 00''„ Gujarat Stale 

Dcvch)pmcnl Loan. 19S1 De\cl(^pnicnt Loan, 1993 

5. 5;“,, ILirvana State ”^.00“., Haryana State 

Development L.oan. 1981 Dcvch^pmeni Loan, 1993 

b. 5a Kerala Slate 7'',, Kerala Stale 

Dcvclopiiiciii Loan, j‘)8l Development L<\in, 1993 
7. 5;“,, Madhya Piam-I, Stale 7 (:()“, Madh\a Piadcsh 
De'el(>pnii.nl loan, I9vi Stale Desclopmei.l 

lom- l‘^93 

8 5;' lanii I Naan Loan. 7.0(C\^ ’H.nul N.ulii loan, 

1981 1991 

9. 5a'Maharashtra Stale 7.00",, M.ihanshtra State 

Development I oan, 1981 De\elopmeni Loan, 1993 

10. Mvsoic SlaN’ 7 00"., Karnataka Stale 

Dcve’opment Lo.m, 1981 Development Loan, 1993 

11. 5^ ()ii.ssa (io^ el nmen I 7 0(1“,, (Jrissa (h^Ncrnnicnt 

Loan, 1981 Loan, P'93 

12. Punjab I..oan, 1981 7.00“,, Punjab Loan, 1993 

13. 5.,“’., Rajasihan State 7.00'',, Rajasthan Stale 

Development I.oan. 1981 Development Loan, 1993 

14. 5''“^, IJllar Pradesh Slale 7 00“., Uttar Pradesh State 

Development loan. 1981 DcNclopmcni Loan. 1993 

’^4 .. V^cst Bengal Loan. 7,00“„ West Beneal Loan, 

1981 ^ 1993 

Interest foi the hall-scai endiifg 3lsi August jnsi <>], 
securities accepted lot comeision will he paid at iJte rale of 
5a per cent per annum at the lime of issue ol new securities, 
Applications tor a// fJic hxnis will be ivccivctl at the offices 
of the Reserve Bank of tiidia at Alimedabad, Banetiloic, Bombay 
(Lent and Byculla). Calcuttii, IPdeiaKiJ, .fjipur Kanpur, 
Madras, Nagpiii New Delhi and I’atna. 

Applications will also be receded at other places within the 
respective States as follows; 

(i) Branches of the Suhsidiaav Banks ol Ihc Slate Batik of 
India conduct ing Government treasury work except at 
Hyderabad and Jaipur. 

(ii) Branches ol’ the Slale Ikink of India at places where 
there is no branch ol its si'hsidiarv Banks conducting 
Govei'nmchl treasury woik and 

(iii) In the lusc of Jamnui & Kashmii Stale Dcvelopmenl 
Loan, applications will be icceivcd at branches at the 
Janmui & Kashimr Bank l.td.. within the State 
of Jammu and Kasfimii and hranches of the State Bank 
t>f Luli.i w here there is no hunch of J immu & Kashmir 
Bank ltd. 

Applications lor Haryana and Pimjab Slale Government 
Loans wall also be reeuved at State Bank of India, C'handigarh* 
Securities will be issued in the fdim of Promissory Notes or 
Stock Certificates. I hc advantages of investing in the form of 
Stock Cerlificalcs arc as under : — 

(i) Jt'is safer than a Govcrniucnt Promissory Note as the 


EASTERH.ECONOMIST 391 AUGUST 21, 1981 



name of the holdci i n^isteitti in tk hooks 4 >l tk I 
Public Debt Oil ICC I 

(ii) The Slock Ccitificdtc relating to application teiidiieel 
at a braiieh of St etc Bank of India oi its Siibsidiai\ | 
Bank will be sent to the ipplleant diicel bv legislcicd 
post by the Piiblk Debt OH let 

(III) The hall \cailN iiiteiesl will be lemMteel to the he>ldei 
diicel bv an intciesl wiinnl di.iwn at pai em an\ 
Tiei'urv or bi me h of Slate Bank ol India stipulated I 
bv the holdti If the holder so desiies the miciesl will 
be icmitled b> Mt»m\ Oidei allei deduelmg the emn 
mission chiiges 

(IV) It the holdii wishes to sell his seeuiUies he tan do o 
bv signing the ti m lei foim piiiiltd on the level e ol 
the C ertilieales in the mannei pieseiibec* tlieiein 

(v) Ciovcmmeiil Piomissoiv Notes iri exehaiire loi the 
Sloek Ceititieile e in be ( hluined bv .ipplvmi* to the 
Piiblie Debt Ofliie ind on p vincnl ol i nominal tet 
loi eaeh n< w note leeiiuied 

Copies of the Notilnation and Appheation loims mav he 
obtained fiom mv of the KeeciMiu^ (Jffiees mentioned above 
fn the event t*f ovei sjbseiipiion to the loin ipplicd foi ^ pph 
cants tendeimg appheation at the oHietsol ihe Reseive Binl 
of India at Ahmeelab id Baiigiloie Bomb iv (I oi l and Bveulli) 
Calcutta llvdeiahn^ laipin K mpui Madns Naupiii New 
Delhi and Patna will he LOven thw option ol f insfeiung then 
cash lelunds to anv othi i St ite CioveimiieiH loin To i\ id 
theiiisclves ot this laeilitv ipphcinls slunil 1 eonpkle the 
“Special Option loim eopie of whieh e in lx nhl nned il 
anv of the olliees o\ the Ke eive Bank ol Indi i mentioned iho\e 
and tendei Ihe Imm done* wKh then ippheain n 


The Gwalior Rajon Silk Mfg.(Wyg.) Co. Ltd. 

Regd Office Birlagram, Nagda (M F) 

NOTK E 

NOTIC I IS hereby given that the Thirtyfouith Annual 
Geneidl Met I me of the Shaicholdcrs of the Company will be 
held at GRASIM C I UB Bitlagram, Nagda on Saturday the 
19th September 1981 at 4 15 PM (S T ) to transact the Busi¬ 
ness mentioned in the Notice dated the 14th August, 1981 
decompaiiyiiig the Annual Report and Accounts for the year 
ended1st M ireh I9SI stparatclv posted to the Shartholdets | 
of the Company individually at their Registered Addresses 
The explamiloiy statement as required under Section 173 of 
the Companies Ael 1956, js annexed to Ihe Notice 

NOTI 

(a) A member entitled to attend and vole is entitled to 
ippomi proxy to attend and vote instead of himself 
ind the pioxy need not be a mcmbei 

(b) The instillment appoinlmc proxy should howcvc% be 
deposjteil at Hu Registered Ofhee ol the C ompany 
not less than fortycight hours before the tommenee- 
mtiil ol ihc meeting 

Shireholdeis are requested to intimate to the Company 
change in iheir iiiMsieted addressee if anv 

By Order ivf the Board 
J)N MAKHARIA 

2()lh August 19^1 Secretary 
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COMmNY 

AFFAIRS 


Central India Machinery 

CFNTRAf INDIA Machiiiciy 
Manufacturing C o has record 
ed a marginal fall *n sales 
during the year ended March 
1981, at Rs 19.19 crorcs from 
Rs 21.1.^ crorcs m 1979-8D, 
The gross profit cainedouii 
ftom R> 57.55 lakhs U) 
Rs 42.72 lakhs. After provid¬ 
ing Rs 26.93 lakhs (Rs 23.16 
lakhs) for depreciation, nil 
(Rs 12.6(1 lakhs) for iiivestinerl 
allowance reserve and makin)* 
some adjustments, there is *i 
disposable surplus t)f Rs 29 72 
lakhs. I’quity di\ ideiul has been 
maintained at 12 pc cent and 
will absorb Rs 12.60 lakhs 
(same). A sum of Rs 10 lakhs 
(Rs 2.15 lakhs) has been 
transferred to general reserve 

The company's performance 
wa.s affected by heavy p<>wei 
cuts and slowdowns, la bom 
trouble in the wagon division 
Bharalpur also caused 
Tosses- However, the demand 
i for the textile machinery manu¬ 
factured by it remained steady. 
The steel foundry division has 
revealed improved working 
’ and it has now undertaken to 
manufacture cast steel bogies 
and centre buffer couplers 
required by the railways. 

Tata Electric Companies 
Maintain 

All the three electric cinn- 
punies in the Fata Group fhe 
‘ Tata Hydro Electric Power 
’ Supply Co, The Andhra 
Valley Power Supply Co and 
the Tata Power Co.—have 
maintained the equity dividend 
at 15 per cent for the year 
ended March, 1981, besides 
-declaring the preference divi- 
"liend at the prescribed rates. 

All the three companies 
together entered the capital 
market on June 15 with a total 
public issue of Rs 17.5 crores 

\t 
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\o linancc a part of ihc gioup's 
Rs )S0-crt>rc 500 MW siipci 
ificrmal power unit being set 
up at Troinbay. Bombay 'Dk 
issue had evoked goi^d ic^- 
poiiSL- The new thermal powci 
iinii IS expected to be toin 
missioned in IX'cemhci, l9.S’ 

Modi Alkalies B Chemicals 

The Modi CilOlip i)l IFUUl. 
lues has set ii[> a new coni 
pan^, Modi Alkahes .iiid 
Chemicals, wiih a mcw Io 
cnleiing Ihc chemicals licUl 
I'lic new compaiiN plans hi 
establish, at Alwar m Rai.i, 
lhan, a complex capable 
mamifaciLinng aiiiumlly >7,( 
tonnes ol cau'-lic soda i'c 
solid and Hakes, I9,'80() loiine-. 
ol hydrochloric acid, 2().4'i'! 
lomies of liquid chlorine and 
I0,(K)0 tonnes ol stable bleacli 
ing powdci. 

The ct>m[>an> has alie.ulv 
entered into a technical 
la ho rat ion agreement wiili 
UHDi: GMBH of West <rei 
manv, a recognised inie 
national ol caustic soda by ihe 
mercury cell process I Ik 
technology secured will ciisim 
a lower powci coiisumpD*'- 
and a smaller loss ol' mei\ m n 
and enable the plam 
switch ovci from gfa| Int^ 
anodes to the dimensionalb 
stable anodes by J9S7-8S, niak 
ing it possible for the com 
[uiny to almost double it 
output. 

The promoters have ahead', 
taken possession of land ba 
the plant and tied ii]> arrange 
ments for the neces.sary firam.. 
The civil construction wil' 
commence shortly, arul lhi 
plant is expected to go o i 
stream by the first quailci 
1983. 

The totiil capital outlay on 
the project amounts to Rs 26.70 
crorcs including plant and 
machinery worth Rs 16.90 


crorcs. The project will be 
financed through a total capi¬ 
tal issue of Rs 8.75 crores. 

Ahmedabad Advance Mills 

The sales of the Ahmedabad 
Advance Mills Ltd (net of 
excise) for the yer ended 
March 31, 1981, were Rs 34.42 
crorcs (previous year Rs 36.49 
crorcs). The gross profit for the 
year was Rs 2.10 crorcs (Rs 2 67 
crores). The gross profit 
margin was 6.1 per cent 
(7.3/^). riie sales for the year 
were all'ecicd by lowei imports 
of raw material lecd-stock at 
the Mel.'ils IJiMsion at Na\- 
saii and hy sharp powei cuts 
and ci\il disturbances at ihc 
ic.xlilc mills at Ahmedabad. 

Aftci providing for deprecia¬ 
tion Rs 100.69 lakhs {Rs SS 74 
lakhs), taxes Rs Nil (Rs70 
lakhs), invcslniciil allowance 
reserve Rs 46 00 lakhs (Rs 30 
lakhs), ihe bafince available 
for appropMatii>n (iiiclLulmg 
Hr broughl forward balance 
Ml profit and loss acc*'unt nl 
Rs 23.91 lakhs) was Rs 87 77 
lakhs (Rs 106.61 lakhs). Out ol 
this, the DiicctcTs ha\e decid¬ 
ed to iranslcr to general re¬ 
serve Rs 5 lakhs (Rs 25 lakhs) 
and to dcbcnluie redemp¬ 
tion reserve Rs 7 50 lakhs 
(Rs 7 50 lakhs) 

At a meeting ol the Boa id 
of Directors ol the company 
held recently it was resolved to 
recommend U> the shareholders 
a declaration on iif preference 
dividend at the rate of Rs 7 14 
on 10,000 preference sha c'* 
and Rs II on 45.000 pre¬ 
ference shares, amouniini? to 
Rs 5,66,000 (Rs 5,66,0()0)^md 
an equity dividend of Rs 17 
per share (Rs 20 per share). 
This dividend is, however, 
payable on the expanded 
capital consequent to the 
bonus issue made last year, 
and aggregates to Rs 56.13 
lakhs as against Rs 50.20 
lakhs. 

The Boaril ol nii ecli>rs of 
the company, at their meeting 
held on August 5, 1981, have 
decided to increase the con¬ 
vertible bonds issue from 
Rs 5 crores to Rs 6 croics on 
the same terms and conditions 
as approved at the Board 
meetin gheld on June 24, 1981. 


Remington Rand India 

The turnover of Remington 
Rand of India has shown a 
marginal rise in i!.s working 
for the year ended March 1981. 
While the sales have increas¬ 
ed from Rs 12.70 crores in 1979 
-80 to Rs l3..Mcrore in 1580-81 
the pre-taxprolit after deprecia 
lit»n has conic dow'ii to Rs 2.09 
crorcs from Rs 2.20 crores in 
the prccceding year. After pro, 
viding Rs 1.33 crores (Rs 1.44 
crorcs) for income-tax, net 
profit has amounted to 
Rs 76 20 lakhs (Rs 75.88 lakhs 
The devidend has been main¬ 
tained at 20 per cent. 

Bharat Steel Tubes 

Bharat Steel Tubes has rais¬ 
ed the equity dividend to 15 
per cent for the year ended 
March J9,SI from 12 per cent 
in the previous year in the 
wake of substantially better 
results Sales have gone up by 
25 I per cent from Rs 23.70 
crorcs in 1979-80 to Rs 29.65 
crorcs arul the gross profit by 
about 15 per cent from 
Rs 149.82 lakhs to Rs 169.16 
lakhs. After providing Rs 39.98 
lakhs (Rs 37.28 lakhs) for 
depreciation. Rs 9.50 lakhs 
(Rs 6 lakhs) for invc.stmcnt 
allowance reserve and Rs 74 
lakhs (Rs 63 lakhs) for taxa¬ 
tion, fhere is a surplus of 
Rs 45 68 lakhs (Rs 43.54 
lakhs). After si>me adjustments, 
there IS a surplus of Rs 88.71 
lakhs Dividend will absorb 
Rs 48 50 lakhs. A sum of 
Rs 38 lakhs has been trans- 
fetred to general reserve. 

The company plans to under¬ 
take large diversification plans. 
It has already received letters 
of intent for the setting up of 
undertakings for the produc¬ 
tion of PVT and HDPE pipes 
and industrial laminalcs. The 
company proposes to set up 
facilities foi the production of 
1.5 )0 tonnes of PVC and 
HDPE: pipes at Ganaur. in the 
lirst stage, at an estimated cost 
of Rs 1 .,50 crorcs. The plant 
winch is expected to start 
production by March 1982, will 
be later expanded to the capa¬ 
city of 5,f>00 tonnes per 
annum. 

In a bid to push up exports 
of steel pipes and tubes the 
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company is setting up an 
export-oriented unit near to 
Bombay poit at Nasik with 
an installed capacity of 2S,(K)0 
tonnes at an estimated cost of 
Rs 3 crorcs 

Monotype India 

Monotype lndia» pioposes to 
issue 226,800 new equii/ 
shares of Rs 10 cath at par as 
rights shares m the latio ol 
seven new shares for every 
ten shaics held The proceeds 
of the issue will be utilised for 
Wncmg the company’s new 
filmscttei manufactuiing pro- 
)ccl The lights issue is sub 
)cct to the siiuiion ol tin. 
Reserve Bank ol India in rts- 
pcct of non-resident shaic- 
holdcrs and other appropriate 
authorities 

Firth (India) Steel 

Firth (India) Steel Co has 
reported improved working 
results foi the yeai ended 
March 1981 Sales have in¬ 
creased from Ks 5 *17 crorcs in 
1979-80 to Rs 7 45 crores and 
the gross piofit fiom Rs 46 2S 
lakhs to Rs 6S 47 I ikhs After 
providing Rs 19 02 lakhs 
(Rs 18 lakhs) for depiecia' 
lion and after making some 
adjustments (including the 
brought-!n loss ol Rs 69 03 
lakhs), there is a debit bala¬ 
nce ot Rs 8 99 lakhs Dividend 
has been pa«;sed ovei 

The production of billets at 
Nagpur and ol idled pio 
duct« al lhanc iinieased by 12 
pel cent The ordei book posi¬ 
tion as at the end of March 
1981, stood al 2,621 tonnes 
valued at Rs 4 87 ciorcs com¬ 
pared to 2,100 tonnes valued 
at Rs 3 75 ciorcs a yeai ago 

The ban on import ol high 
speed steel b> Ihc Govern¬ 
ment still exists but the Gov 
ernment continues to permit 
import in the ratio of J 2 
against orders placed on the 
indigenous manufacture! s 
The company has the CMpa- 
city to increase production ol 
high speed steel to 600 tonnes 
per annum The Directors 
anticipate that the turnover 
and profits for the curient 
year should impiovc. Margins, 
howevci, are expected to be 
under pscssuie due to higher 


cost of inputs and increased 
expenditure 

Chemicals & Plastics 

Chemicals and Plastics India 
has announced a higher equity 
dividend of 16 per cctif, for 
the year ended Maich 1981 
against 15 pei ccnl in the pic- 
vious year The company's 
gloss profit during the \cai has 
declined slightiv by about 4 
pci cent, fioni Rs 2^7 <>1 lakhs 
m 1979-80 to Rs 228 62 lakhs, 
though s lies during the yeai 


have increased by about 44 per 
cent, fiom Rs 14.75 crores to 
Rs 21 20 crorcs After provi¬ 
ding Rs 67.50 lakhs (Rs 51.67 
lakhs) for dcpicciation, Rs 42 
laks (Rs 21.60 lakhs) tor in- 
veslmcnl allowance leseivc and 
Rs 34 50 lakhs (Rs 87 lakhs) 
foi tixation and aitei making 
some ad)iishncnts, there is a 
suipliis of Rs 84 94 lakhs (Rs 
95 61 lakhs) The proposed 
dividends will absorb Rs 27 91 
Jdkhs (Rs 26 17 lakhs) A 
sum ol Rs |4 7Slakhs(Rs48 


lakhs) has been transftf red to 
general reserve. * 

Production of PVC rcsii^'* 
duiing the year was 12,10^ 
tonnes against 10,872 tonnes^ 
m the pievious year. Produc- •! 
tion operations were again 
hampered by severe difficulties 
eiicountcicd in obtaining raw 
mateiials and power cuts. 
Production of pipes, however, 
registered a good improvement 
at 6,744 tonnes. The com- g 
panv's alcohol plant produced ^ 
65 38 lakh litics of alcohol. 


are you a small investor 
in company shares ? 
then you can get your 

DIVIDEND 
without any 
TAX 

DEDUCTION 


If you are not a company and youi 
total income including the cl'/idcn*J is 
likely to be less than the m.n.mum 
liable to income-tax in the case of 
individuals Hindu undivided familie , 
firms association of porsons body 
individuals and artificial lundical persons, 
you can get the full amount of the 
dividend declared by the company 
without deduction of any tax at source 


HOW ? 

Apply to your I T 0 in Form No 14 for 
issuing a certificate authorising the 
company whose shares are held by you 
to pay to you such dividends without 
deduction of tax 

OR 

If the dividend to be received from any 
company is less than Rs 250 SEND to 
every such company a declaration 
(in duplicate) m the prescribed Form 
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August 12 

Prime Minister Indira Gandhi voiced 
her opposition to the manufacture of 
the neutron bomb or other weapons of 
mass destruction by the big powers. 

Prohibition lifted in Rajasthan. 

The Union Finance Ministry decided 
to exempt from customs duty the 
additional quantum of rubber impoited 
by the State Trading Corporation. 

The public sectoi Indian Petrochemi¬ 
cals Corporation Limited ^IPCL) won 
the “award of merit” from the National 
Safety Council of the US. 

August 13 

A two-day meeting of the national 
executive committee of the Janata Party 
began in Hyderabad. 

A. W. Clanaen, who took over In 
July as President of the World Bank 


U/eek 

set up a managing committee of senior 
bank officials to develop a longer-term 
strategy for the international agency. 

The Rural Llectrification Corpora¬ 
tion (REC), sanctioned another loan 
assistance of o\er Rs 8 crorcs for 33 
new projects. 

August 14 

The Supreme Court dismissed a 
special leave pelition submitted by the 
Congress(U) and a writ petition by 
Jammu and Kashmir Legislative Assem¬ 
bly member Bhim Singh challenging the 
order of the 1 lection Commission de¬ 
recognising the C^ongress(U). 

Nearly 80 Harijans belonging to 25 
families in Thutipet village in Vaniyam- 
badi taluk of 1 amil Nadu decided to 
embrace Islam. 

A protocol between the Dnbai Trans¬ 
port Company and the Maharashtra 


Government fora joint venture for 
constructioo of jnfrastriictufe projects 
in MdMB8litn signed. 

Export bS readymade garments re¬ 
corded a 48 per cent increase from 
Re 273.56 crorcs in January-July 1980 
to Rs 405.28 crores in the same period 
this year. 

August 15 

Barring a powerful bomb explosion 
on the railway track at Maligaon near 
Gauhati, the 24-hour Assam bandh 
called by the foreigners issue agitators 
ended without any incident. 

Mr S. M.H. Burney sworn in as Gover¬ 
nor of Manipur, Nagaland and Tripura. 

August 16 

The Union Government decided to 
waive the import duty on Pakistan 
cotton. 

August 17 

The Sri Lanka Government declared 
a state of emergency throughout the 
island republic as a sequel to widespread 
arson and looting in several parts parti¬ 
cularly in Patnapura and Negombo. 

A comprehensive 12-poiDt formula 
has been put forward by the Centre to 
resolve the Assam foreigners issue. 

The Punjab & Haryana Governments 
have floated loans worth Rs 12.25 
crores and Rs 14 ciorcs respectively, 
for financing their development schemes. 

August 18 

Parliament witnessed no'sy scenes 
for the second day on Tuesday with the 
Opposition members staging walk-out 
in both the Houses on different issues. 

The Reserve Bank devalued the rupee 
vis-a-vis the pound sterling by 0.91 per 
cent. The middle rate fixed at Rs 16.45 
per pound. 

The Government issued revised guide¬ 
lines imposing stricter conditions for 
the issuance of bonus shares as part of 
its anti-inflationary package. 

The Lok Sabha passed the Export- 
Import Bank of India Bill, 1981 with a 
minor amendment moved by the Finance 
Minister, Mr R. Venkataraman. 
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The Oil Scene 


Tht: Oir and Natural Gas C.'tviTunission—the premier oil explo¬ 
ration and production agency in the country—celebrated its 
silver jubilee on August 14. This coincided with a radical change 
in the outlook for supplies of crude oil from indigenous sources. 
An agreement signed by the ONGs.'vsilh the ( I P of France on 
the previous ilav held out the prospect of doubling the output 
of both oil and natural gas Irom the offshore Homhay High and 
the adjacent areas. Oil production from here is envisaged to be 
raised from about 8 million tonnes this year to 13.93 million 
tonnes next ycai, lo.6 million tonnes in l983-tS4and as much as 
19.12 million tonnes in 1984 85 the terminal \ear of the current 
(Sixth) Plan. The annual pioduction potential by then would 
have been raised to 22 million tonnes, implying that the subse¬ 
quent year should VMtncssa fuilher approximately three million 
tonnes increase in the output from this source. As the produc- 
lion from the onshore areas of Gujarat and Upper Assam is 
being pushed up to at least 11 million tonnes a year, wc will be 
producing in 1984“8.s around 30 million tonnes oil, as against 
the current yeai's largetetl output of 16 84 million tonne - and 
Iasi year's 10.52 million tonnes. This exeludes any yield from 
a new area wlicre oil may be struck. 1 he pioduction of natural 
gas, similarly, will go up from the oiNhorc areas very markedly, 
depending, of course, on its uidisation. Icn giant sized fertili¬ 
zer proiecls have been planned on the basis of this gas potential. 
Work on four of them has already started. In addition, 13 nul- 
lion tonnes of J.PO arc slated to be exliacted from the Bombay 
oflshorc areas during the Jive \cars to I9S4-S.5. 

Notwithstanding the travails tlirough which the ONGC has 
passed, tlie new programme is indicative of the fast changing 
oil scene. This should help in drastically reducing the oil im¬ 
port bill, enabling the leleasc of substantial foreign exchange 
for meeting the other pressing neeils of the economy. Lqually 
significant aic the exploration and production expertise, and the 
capability for making idl equipment thal have been built up over 
the past 25 years. 

As a lesult, the ONOC is curicnlly executing an ambiiious 
exploration piogramme both olTshoic and onshore, the em])ha- 
sis, of course, being offshore. 'Fhe objective is to discover 700 
million tonnes in-])lacc geological hydrocarbons (oil and oil 
equivalent of gas) or 165 million tonnes of recoverable reserves. 
Currently ONGC's in-placc reserves arc estimated at 2,4r>3 mil¬ 
lion tonnes oil and 840 billion cubic metres gas—1,772 million 
tonnes oil and 740 billion cubic metres gas offshore and the 
balance onshore. Primary reeovciy methods can yield oil to the 


extent of 328 million tonnes from olfshore and 102 million tonnes 
from onshore reserves. For gas, the figures arc 329 billion and 
26 billion cubic metres, respectively. At current prices, the value 
of ONCiC's recoverable re.scrvcs of oil and gas is Rs 120,000 
eioics. Secondary recovery methods can rai.se these leservcs, 
substantially. Oil India, the other exploration undertaking, 
which from a rt):5() partnership of the Government of India and 
the Biirmah Od Company is being converted into a wholly 
Goveinmer.t-owncd concern, has another 39 million tonnes re¬ 
coverable crude t)il resources in its concessions in Upper Assam. 

Besides developing Bombay High anvl adjacent areas, the 
ONGC's thrust olfshore will he in the basins of Krishna, Goda¬ 
vari, Kiitch and Cauvery and the Andaman area where interest¬ 
ing p().ssibihiie.‘, have cmergLd recently. Onshore, the majt>r 
cndcavtiur will be in Rajasthan, the C'ambay basin, north-west 
Himalayas, eastern India and the areas around the Ganges 
della. New strategies arc to be adopted in some of these areas: 
search for sand bodies in the cxlensiim of ancient deltas under 
the sea a . m West Bengal; exploration in tlie older rocks of the 
Mesozoic age in Tamil Nadu and Rajasthan; and deeper drilling 
ciscw'licic. Olfshore exploration will be extended to the conti¬ 
nental slope, beyond the continental shelf. Oil India has been 
cnlnisicd with the task of exploring the Mahanadi basin, both 
olfshore ai d onshore. Since it has been taken over, its opera- 
lams also can be expected to be enlarged, lill now its activities 
have been confined to Upper Assam and Arunaclial Pradesh. 
Lfforts are also being made to interest foreign explorers in both 
oft^hoie and onshore search for oil in various parts of the 
country. 

Considered to be gro.ssIy deficient in oil and gas resouiccs in 
the mid-f’iliies, having less than half a million tonnes crude oil 
output, we undoubtedly can look forward to meeting our oil 
requirements increasingly from indigenous sources. By 1984-85, 
indigenous oil will suffice for about 70 per cent of the require¬ 
ments, as against slightly less than 50 per cent this year. The 
increasing sophistication being acquired for exploration as well 
as production .should open up new horizons. Fncouraging pos¬ 
sibilities of finding oil are claimed to exist both oflfsluirc and 
onshore. With the raising of the prices of indigenous crude oil 
recently, the need for budgetary support for oil exploration ard 
production luis fallen drastically. The ONGC is expected to 
fmanee its current Plan's investment of Rs 4,787 crores over¬ 
whelmingly from its own resources, the external funds required 
being just around Rs 250 crores. 
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Unity Anyone? 


WiiAi IX) ihc parties that constitute the opposition want > 
'I'owcr How can they |;cl at it' By unitmj, as thc> did in 1^)77 
Or so (hey think This is why there are constant lumours of 
proposed mcrgeis, alliances, clet (oral arrangements e(c I he 
latest move appeals to hive been aborted by Mi MiJIiu 
liniayc's seemingly pitniaturc disclos nc of it The lamia 
Party and the (.ongiess(U) have denied it liotI>, sa^iiie th t, 
come what ma>, they will lelain their identify 

No principle is invohed m this intention of pusc?\ iig 
viitLic All that It mein» i> thit the men who con iilult. iIk 
iiontiank of the lanati Paitv have not lorgistn the I k 
Dal leaders foi the h iv )e they wii light in |979 It also nie i 
that Mi C ha an Singh is not ai ccptablc to Mi D^sai and \Ii 
Uisasihc Icadti the Opposition (which is whit ht w I 
V-soim owing lo his ^0 stionu contingent in l^ailiameni) w i 
the p iitiLS tcj ineigc 

Meanwhile, the 13JP has ala) sensibl> declined to ic 
eiilic d b\ the I ok Dal oveituies si\m« that the RSS is c 
Will surf Kc «it iin and that the eftoit i‘ simply nol woith 
So, foi It put the IIJP IS content to co >perale on spe 
issues without j.cttini.» into the mess that it did alter 1977 Mi 
Chaim Sm di musi be a disappointul man He must h 
concluled (hat something is be'ttcr tian nothing and hoped > 
become Lcadti of the Opposition, a positi m that e lines i t 
only pjtslii'e but also cabinet status with it 


In all such moves, one question must be tacecl 
squaiely will an experiment like that of 1977 woik Piobably 
not, except in the limited sense of cnablim^ the' liaemcnted 
opposition to make some electoial gams The purpose of an 
opposition parts, how eve I is not meiels to oust an ineiimbent 
party but to pio ide whit has come to be known as a national 
alletn itise 

Given the peisoiialilie'^ pi. dilcelioiis and /n r( /hnu of 
(he eiineiil oppositK>ii paitie tins is evliemviy unlike!) if not 
altogether impossible^ I low can one eVeii remotelv imagine 
Mr Dcsii, Ml ( h luin Sin h md Mi \ iipive pullinu together 
aftei what hippcned m J979 » Mi D su tindsto h di missed 
as a faddist, Mi ( h inn Sin h is eompletch discieditcel and Mr 
Vaipavcehi to succes liilly disown his omnns which he will 
not do And then fluie is th d liatme thim^ e died iIk C ong- 
ress(U), ot which the less said the bettei, pai tieiil iris attei the 
exit of Mr ( havan md Mi I lu)' in Ram 

In sum theie is IiilR h p loi iIk men in the Opposition 
With the exception of the BlP uul the Communists all the 
rest are b )und toiMhei iinis bs i shued de ni foi powci 
Alas such is not the stufl ol wIikIi i viable oppoMlion and 
eventually a sueeessful alle Ill itive is built It looks as though 
India will have to muddk along is best is it e in is u has done 
111 th pist 
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The ideal 

run-around 

vehicle 

The many unique 
advantages of the 
versatile Trcl ke*' n ike 
It the most giartral 
vehicle to ut.o for run¬ 
around jobs At 
consifL ction rdes and 
aiiport 1 1 fdctorii 
minc^ Cv quarries, c^nd 
farms fa pl» rtitnns* 
Tat e a lo^ ui v ^'at 
In '' or f (O c I - 
anu vdu II agiC3 I 


• Comfortably seats nine 
(including driver), with 
enough room left over 
for work equipment and 
essential luggage 

• Exceptional diesel 
e^ onomy 

• irries loads up to 650 
I' with provision for 
more if required 

• Highly manoeuvrable 
Equally at ease on both 
town and country roads. 

• E IS/ and economical to 
m'^intain Backed by 
HM s rountiywidc after 
sales service network. 


TrGkK.e s run around vehirlo 
One of several applications 
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©py ^bo(i|bts 


¥NiERNArioNAi (ONFfRi NCLs ofi energy 
-*■ are usually a waste of energy. Mis 
Indira Gandhi has been hogging news¬ 
paper headlines and prime TV time 
thanks to her exploits in Nairobi, where 
she delivered the keynote address at the 
UN Conference on New and Renewable 
So**#ces of Lncrgy News reports assure 
that Nairobi was positively brimming 
with energy in anticipation ot Mrs 
Gandhi’s immortal words ( crlainly all 
sorts of offiLials and hangers-on displayed 
an incredible amount of energy jostling 
for a place in the Indian delegation. 
This so exhausted them lhat they will 
doubtless take a well-earned rest at the 
conference itself. 

Mrs Gandhi hciself set the trend. She 
was so pooped after delivering the key¬ 
note address that she decided she needed 
to renew her energy, and pushed off to 
the Masai Mara wild game park. She 
was scheduled to participate in a “firc- 
^o^^J match” in Nairobi, but decided 
a holiday in Masai Mara was more 
worthwhile. Some people weie upset at 
this, but not me. I entirely agree with 
Mrs Gandhi lhat time spent at a game 
park is more fiuitful than time spent at 
an energy conference But since we are 
agreed on this, what was the need for 
Mrs Gandhi to go to Nan obi at all ? If 
she is really interested in the conserva¬ 
tion of energy, surely she should have 
conserved hei energy and stayed at home. 

It may be argued that the tup was 
necessary in view of the honour done to 
India by asking Mrs Gandhi to deliver 
the keynote address. There is a fair 
amount of force in this logic But 1 fail 
to understand what her grandchildren, 
Rahul and Priyanka, were doing in 
Nairobi. Arc we to deduce that Mrs 
Gandhi regards them as sources of 
renewable political power ? 

Journalists are a pompous lot 
who hate to admit a mistake when 


they make one But the recent arrest 
of members of ihc Tyagi gang of 
dacoits in Delhi and elsewhere is an 
occasion where nn professional brethren 
and r must eat crow When the famous 
Maya lyagi aflair in Baghpat eiuptcd 
last year, we weic so overwhelmed by 
the stripping and parading in the nude 
of a pregnant woman that we were 
unprepared to Kdievc anything the 
police said We hooted with derision at 
the police version that Ishwar Tyagi 
(Maya's husband) and his associates 
were dacoits killed in an encounter. 
Instead we all sw.illowed Maya's version 
that her husband and friends were inno¬ 
cents sitting in a car when a policeman 
molested her; that Ishwar Tyagi and his 
friends beat up the cop, and that the 
cop in pique c^i^ic back with other 
constables and diot Ishwar and his 
companions in coM blood I personally 
was outraged larmoie by the multiple 
murders than bv the molesting of Maya, 
it seemed to me a scandalous case of 
the police acting as executioners just to 
satisfy their petty toos, and then Iraming 
a charge of dacoitv on the victims. 

^^oday I am m i chastened mood It 
now seems clcj beyond a shadow of 
doubt that Ishwar lyagi was in fact pait 
of a ducoit gang \nd this lends ciedencc 
to the police vc;sii>'i that he was shot in 
an encountei It liardly seems credible 
that the police shot three innocents in cold 
blood, and that tlu '"innocents” fumed 
out by fluke to be <l icoits 

Nothing can possibly justify the police 
action in strapping Maya Tyagi, foicing 
a lathi up her vagini, anJ paiading her 
naked to the poi'cc station It does 
not matter that she had links with a 
dacoit gang. Even a female dacoit is 
entitled to be treated as a human being. 
The barbarity of the police has to be 
condemned. 


But it also needs to be admitted in 
retrospect that Maya Tyagi is now a 
proven iiai. Hei tale about hei husband 
being an innocent farmer unconnected 
with dacoits was obviously false. Her 
accusation of rape in police custody was 
rejected by (he inquiry commission which 
investigated the matter. She has been 
grievously wronged, but she is no 
paragon of virtue herself 

1 should have smelled a rat much earlier. 
When the protest about the Baghpat 
incident was at its height, Maya Tyagi 
chose Mr Rai Narain as her personal 
champion That alone should have made 
me suspicious As Ihcv sav, birds of 
a feather flock together 

llTTiiiMviR things seem gloomy here, 

™ one only has to look across the 
border at Pakistan for comic relief That 
country has iust prohibited the media 
from the use of women for commercial 
purposes. No. this is not a move 
against the purchase of women by Indian 
L\pres\ reporters Jt is aimed against 
the use of women in advertisements. 
Apparently photos of pietty giiIs posing 
with a can of baked beans oi a pressure 
cooker are against the basic tenets of 
Islam The Ministei foi Information 
and Broadcasting Icaicci that the insti¬ 
tutions ol marriage and family would 
Cl umblc if sexy girls appeared on the TV 
screen with a bottle of Coca Cola The 
Information Sccietary endorsed this view, 
but added that the prohibition should 
apply not only to TV hut to all media, 
including newspapers. 

The really funny thing is that the ban 
against the use of women tor commercial 
purposes applies just t(> the media. 
Apparently it is quite in (»rdci for indivi¬ 
duals to use women for commercial 
purposes. 

Swaminalhan S. Aiyar 
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How US Investors Look at India 


At tHB sixth annual session of tho India- 
US Business Council, held in Washington 
on June 23 and 24 this year, several 
issues were discussed relating to measures 
for expanding trade and investment 
between India and the ITSA. The high¬ 
light of the meeting was a paper presented 
by the Indo-American Chamber of 
Commerce, in the course of which the 
working of a number of Jndo-US 
ventures operating m India was analysed 
in detail. The study included Kirloskar 
Cummins, Mahindra and Mahindra, 
Hindustan Aluminium Corpn, Grind- 
well Norton, Goodyear India, Johnson 
and Johnson, Pfizer, Union Carbide and 
Carborundum Univeisal, all of which 
have collaboration agreements with 
American corporations Of the 30 
compcinics included in the study, l"^ 
have American equity in excess of 40 
per cent. The rest have 40 pei cent or 
less equity. The peicentage of US 
equity vanes from 14 6 in the case of 
Mahindra and Mahindia to 75 per cent 
in Pfizer and Johnson and Johnson 
The study shows that India continues to 
be highly attractive to foreign private 
investors, despite delays and difficulties 
arising from buicauciatic regulations and 
procedures. 

The main findings of the study arc: 

There has been appicciable growth in 
profits turnover, assets, dividends, equity 
capital and retained earnings of all indo- 
Americon ventures. 

Appreciable Growth 

Combined sales of all the companies 
grew at an average annual compound 
growth rate of 16 per cent in the period 
1975 to 1980; gross profits registered a 
15.2 per cent annual growth, dividends 19 
percent; retained profits 17 8 per cent; 
and equity capital 28 per cent 

Somewhat unexpectedly, growth of net 
profit aftertax (NPA7) was higher, at 
14 1 per cent, than net profit bcfoic tax 
(NPBT), 12 9 per cent. Financial ratios, 
such as NPBT/nct worth, NPAT/nct 
worth, dividends/NPAT and retained 
eamings/NPAT fared ‘‘reasonably weU*’. 


Assets expanded briskly. Gross fixed 
assets grew at a higher average annual 
compound rate (13 per cent) than total 
assets (12 per cent)—indicating that 
Indo-US joint ventures continued to 
expand despite restrictions imposed by 
the loreign Exchange Regulations Act 
(FERA) and also that some emphasis 
was placed on long-term productive 
resources compared with short-term 
resources or current assets. This latter 
trend was particularly noticeable in the 
case of engineering industries, which 
expanded their gross fixed assets at a 
15 per cent rale. 

The turnover of the companies doubled 
during the five years, rising from $710 
million in 1975 to $1427 million in 
1980—an average annual compound 
growth rate of 16 pei cent. 

Companies producing engineering 
Items and consumer products developed 
their sales by 18.33 per cent and 17 per 
cent, icspectivcly, with pharmaceuticals 
and chemicals recording growth rates of 
13.6 per cent and 12 6 per cent Com¬ 
panies involved in manufactuiing tyres 
and rubber chemicals, however, fared 
pooily, having three per cent growth. 

Revealing Figures 

But It was the picture relating to 
piofits that was most revealing Gross 
profits grew at an average annual com¬ 
pound i ate of 15.2 percent. With com¬ 
panies m engineering and consumer 
products picking up 20.6 per cent and 
J7 per cent, respectively. Gioss profit 
as a peicentage of sales was 23.4 in 
197^, but slipped to 22-5 pei cent in 
1980 “owing to rising costs ot materials, 
equipment, supplies and wages’’ 

In absolute terms, net profit before tax 
rose from $84.8 million in 1975 to $137 4 
million in 1980, and net profit after tax 
from $34.9 million to $62 ? million. 
Thesupciior rate of growth of NPAT 
(relative to NPBT) “is indicative of the 
continuous enhancement of vaiious tax 
concessions”. 

Industry-wise, the lion's share of the 
aggregate NPBT (62 per cent) accrued 


in the fields of chemicals and engineering 
industries in 1975, with the share of 
chemicals at 39 per cent and engineering 
at 23 per cent. The position was quite 
different in 1980, with 50 per cent of 
NPBT going to engineering and only 
25.6 per cent to chemical and allied 
industries. 

The return on shareholders’ investment, 
as measured by NPBT/net worth, 
increased from 46 per cent in 1975 to 
49 per cent in 1980, while the NPAT/net 
worth ratio during the period averaged 
19.5 per cent. These ratios “indicate 
good performance in terms of return on 
shareholders’ funds”. 

Escalating Dividends 

Dividends for the 30 companies grew 
at an average annual late of no less 
than 19 per cent during the live-year 
period, rising from $16.5 million in 1975 
to $30.9 million in 1980. Cainings re¬ 
tained each year giew by 17 8 per cent 
during the period. 

While the average lutio of dividends to 
NPAT was maintained aiound 50 per 
cent, the increasing rates of profits 
allowed companies to “perform well” in 
terms of escalating dividends and driving 
for internal capital expansion. 

In fact, in 1980, companies which dec¬ 
lared dividends to the extent of 12 per 
cent or higher on par value foimed 56 
per cent of the sample. One result was 
that “the high dividend payment policy 
had a direct impact on their share values. 
Reflecting this, the current market 
values of the shares of some of the com¬ 
panies in the sample stand at more than 
ten times the paid-up value. 

“This goes to show the financial 
strength of the companies and the buoy¬ 
ancy of the capital market, besides 
illustrating the long-term growth pros¬ 
pects for joint ventures in India”. 

The net worth of the 30 companies 
during 1975-80 grew by 12.3 per cenr 
annually, rising from $256 million to 
$455 million. Equity capital increased 
much faster by 28 per cent reaching a 
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level of $172 million in 19S0 compared 
with $99.8 million in 1975. 

The well-known “come hither” point 
India being a reservoir of cheap 
labour power combining the advantage 
of rising productivity is made briefly, 
but tellingly in the study. Wages, salary 
and bonus (WSB) grew during this 
period to a level of $123 million, re¬ 
presenting a 12 per cent annual growth 
rate. But the real point (according to 
the calculation by the Indo-Amcrican 
Chamber of Commerce) was that “for 


ev^ry employee*s WSB dollar in 1980, 
approximately a sum of $12 in sales was 
achieved, generating $1.12 in profit before 
taxes and 51 cents in profit after taxes”. 

“This stood favourable comparison 
with the figure for 1975, when nine dollars 
in sales were achieved per WSB dollar, 
generating one dollar in profit before 
taxes and 45 cents after taxes”. 

There may be perpetual cavilling at the 
level of corporate taxes in India, but the 
specific conclusion dtawn about the 
relevant “burden” of these 30 companies 


in the period 1975 to 1980 is revealing. 
Provision for taxation rose from $47.9 
million to $75.7 million. 

But actually, there was “a continuous 
decline in the effective tax rate”—from 
57.96 per cent in 1975 to 55.3 per cent 
in 1976 to 55.1 per cent in 1977 to 52.9 
per cent in 1978 to 48.5 per cent in 1979 
to 48.4 per cent in 1980. The reduction 
in surcharge on tax for the corporate 
sector in 1981-82 is estimated to bring 
down the average effective tax rate by 
another two to three per cent. 


Breakthrough in Solar Energy 


Photo voi lAic cr LI arrays may become 
an economical souice of electricity, upon 
the successful conclusion of an extensive 
research project now ccinductcd by a 
team of Hebrew University scientists, 
headed by Prof Renata Reisfeld. The 
work is supported by the Israel Ministry 
of Fnergy and Infrastructure and the US 
Department of Energy. 

Cells that convert impinging light to 
electricity have been known for years; 
entire arrays have been put to good use 
^ many instances, and primarily so on 
'Vtellites and space probes. However, 
those applications also indicate the sys¬ 
tem’s shortcomings; at $20,000 per 
installed kilowatt, they are practical only 
for very special purposes. 

Past efforts to bridge that economic gap, 
by concentiating isolation and thus 
increasing each cell’s output have had 
only very limited success. By concentra¬ 
ting light, heat also is increased ~ and 
the cells now available tend to fail when 
temperatures go too high. 

Prof. Reisfeld and her associates pro¬ 
pose to overcome that obstacle through 
the use of a radically new concentrating 
device. They are treating sheets of glass— 
both by coatings and by alteration of the 
glass itself-—so that some of the light 
.^that impinges on the surface of the glass 
^is absorbed followed by fluorescence 
emitted in concentrated form through 
the sheet’s edge. Not all the light will 
do that, but primarily those wavelengths 


which arouse tliL best response from 
photovoltaic cells 

Those cells do not react equally through 
the entire spcctmm of visible light. 
Wavelengths of more that one micron 
have no benefici.il effect whatsoever, but 
only cause trouble, by warming the 
photovoltaic cell Electricity is produced 
by wavelengths Imm about 4000 to 9000 
angstrom, with Hu highest rate of con¬ 
version at about SOOOA®. To enhance 
the cells’ activity, Professor Reisfeld gives 
her glass plates ihe ability to convert 
some of the less pioductivc wavelengths 
into more useful imes. 

The partial w ivclength conversion, 
together with the emission of impinging 
light through tlu edges of a sheet of 
glass, make it possible to convert as much 
as four per cent ol insulation to electricity. 
That is a very ni 'dcst conversion rate, 
but the critical l ictor is that there is 
no need to covi» the entire area with 
expensive photovoltaic cells. 


As now envisaged, sueh cells will be 
produced in nariow strips- the techno¬ 
logy for that already exists—to cover the 
glass sheet’s lour edges. Depending on 
the size of the pane, photovoltaic cells 
equal to only a very small part of the 
total area will be needed. The net result 
is that the effective light delivered to the 
solar cells wtII be more intensive, by a 
factor of 40; 1, 60:1 or even more, as the 
panes get bigger. 

The work already accomplished sug¬ 
gests this approach will be practical, 
perhaps to the point where households 
can become independent of outside elec¬ 
tricity supplies. However, caution is 
advised, since data available so far are 
only from the laboiatory, nothing has 
been finalised, as yet, ami there certainly 
has not yet been any attempt at scaling 


up. 


Source : Innovation 
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Economic Analysis 

What Makes Kashmir 


Tick 7 


TuEcioiJDS swirling ovei Gulraurg 
and Pahalgam obscure more than just 
the beauty of the Kashmir valley. 
They obscure an economic perfor¬ 
mance which is as remarkable for its 
robustness as for the singular lack of 
comment it has so far attracted. Jn a 
study earlier this year (Lessons From 
the States, Eastern Evtmomisi^ May 
8) I had discovered—to my astonish¬ 
ment—that the fastest growing State 
in the last decade was Kashmir. 
Between 1970-71 and 1978-79—both 
bumper monsoon years and hence 
comparable—the gross domestic pro¬ 
duct of Kashmir grew at a compound 
rate of 6.3 per cent, outclassing 
Haryana (5.3 per cent), Punjab (5.0 
per cent) and Maharashtra (5.0 per 
cent). 

One has heard oi the green revolu¬ 
tion in Haryana and Punjab and the 
industrialisation of Maharashtra. But 
very little has been written about 
Kashmir’s economy. This is partly 
because the State is so politicised that 
hardly anybody knows of or thinks 
about its economy. It is also because 
politicians of the State are eternally pro¬ 
claiming that it is a desperately poor 
and backward State which is urgently 
in need of more cash from the Central 
Government. Thus instead of adver¬ 
tising its successes, the State has 
concentrated on advertising its pro¬ 
blems. 

What makes Kashmir tick ? On 
the face of it, the State's economic 
miracle looks most improbable. The 
stench of corruption is everywhere, 
olficialdom as unresponsive and 
exasperating as anywhere in the 
country, and every Kashmiri givc.s 
the impression of a brigand out to 


Swamlnathan S. Alyar 

loot the visiting tourist by all means, 
fair or foul. Besides, the geographical 
position and environment of the State 
makes it a most unpromising area for 
development. It is far away from most 
markets, its high mountains render 
transport dillicult and railways impos¬ 
sible, its severe winter makes it impos¬ 
sible to reap more than one crop a 
year, its hilly terrain limits drastically 
the land available for cultivation, 
rainfall in very scanty and illiteracy 
is high. If despite these dillicultics 
Kashmir has pro.spercd, it is because 
it has followed, even without know¬ 
ing, the South Korean trail of develop¬ 
ment (sec box). 

India's planners have for three 
decades followed a policy of massive 
investment in large public sector 
projects which have typically generated 
little employment, displayed a high 
and worsening capital-output ratio, and 
incurred large financial losses. Kashmir 
has been spared this well-meaning 
folly because of its remoteness, its 
lack of infrastructure and defence- 
related problems. So it was forced 
to look to other alternatives, and this 
turned out to be a blessing in dis¬ 
guise. It turned its mountains from a 
liability into an asset by concentrating 
on tourism. It turned its cold climate 
from a liability into an asset by 
emphasising horticultrual crops which 
could not be grown on the plains of 
India. Its inability to attract public 
sector white elephants forced it to 
turn to handicrafts and other labour- 
intensive industries, with splendid 
results. It necessarily had to depend 
on private enterprise on a wide-scale, 
but backed this with promotional 
Government policies. When the 
planning era began, it was anticipated 


that Bihar would prosper rapidly, 
while there were fears that Kashmir 
would languish. If the results have 
been quite antipodal, it only demons¬ 
trates the signal conceptual failure of 
Indian planning. 

The most important structural 
Government reform aimed at harnes¬ 
sing private enterprise was the land 
reform of 1950. A ceiling of 23 
acres was not merely announced but 
firmly implemented, and in subsequent 
years this was reduced to 10 standard 
acres. Elsewhere in India land reform 
has remained a paper excicise. But 
in Kashmir, operational holdings of 
more than 25 acres hardly exist at 
all. The subsequent success of 
Kashmir's agriculture owes much to 
this initial reform. 

Rice yields in the Kashmir valley 
are extremely high, up to three tonnes 
per hectare, which is comparable with 
the best results in Punjab. However, 
the comparison is misleading. Because 
of the very scanty rain in Kashmir, 
all paddy land is irrigated, and does 
not suffer from waterlogging in the 
monsoon. The cold weather is also 
conducive to high yields, and the time 
spent by the crop in the fields is much 
longer. Indeed, after the original 
impetus given by land reform, rice 
cultivation in the State has not 
been given enough attention. It is 
rare to come across farmers trans¬ 
planting paddy in neat rows, and 
the consumption of fertiliser is far 
below the national average. This is 
because field extension has been neg¬ 
lected in Kashmir, and the area under 
high varieties is much lower than 
warranted by the irrigated area. Both 
these deficiencies are now being made 
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‘^Korean Miracle in Kashmir** ! 


Readers may lhit,k it ralltet far-fethced to liken Kashmir to South 
Korea But if one looks into the matter a little decj er, one discovers 
so many parallels that the\ cannot be dismissed as o mere co'm nleiuc 

Korea IS the fastest t»rowin(* economy in tlienoild Kashmir is the 
fastest throwing State in India The cconomu Uike-o/J of South Korea 
was ensived by extensive land reforms Kashmir the first State m 
India to implement exhaustive land reformas Ion ^ o 7 ; as' 1050, South 
Korea has one of the most e^ahtirum distributions d imomc amon^ 
the devehpinff (owihics, Kashmir is the most t 'iilitaiian State m 
India, Korea lays yreat emphasis on health and Ineiacv. Kashmn 
i has the hiehest doctoi patient ratio m India Its hit 1 ary rate is onl\ 
26 17 per (cnt, hut this reflet ts mahity adult illite/acy. Tin re /\ a 
St lufol in e\er\ xillove in Kashmn^ so that hit rat \ ninm* dnldnn is 
very In ih 

Jhe pii\ate sCt toi IS the motive force of f*iow'ih I Knica, with the 
Government piayim* a supportive and catahtu role The same is true 
of Kashmir^ wfiich (unlike Bihar) has been spared ma nvc unproductnc 
invcstnvmx m public sector wdiite elephants Ktrea i>tf ialis(d, to bey in 
w'l/h, 111 labour-intensive industnes like textiles Ih rs what Kashmn 
is doing, with Its emphasis on tourism, hortindtioi and handa rafts 
While Indian phinners have always been obsessed n i liea\y indus/r\ 
and have let unemployment grow incxorahl\\ thcK is hardly am inn 
employment in Korea and some hihour is heini^ imp< ifed. In Kashmir 
too^ there is hardly any unemployment (in the sumnu 1 n,onths) and labour 
is imported Itom Rafasthan and Bihar Kona has < otn r itr^tcd on export 
j onented mdustnes Kashmir's hamluraft inJustn i rxpart-oi ienfed 
(Rs 4's crores wotth is expot ted out of a pioductior ef Rs 6(i (tores) 
and Its tourist mdusti i (ptah/ics in main n ays as at > nut unlusti j too 
Korea has In nefited by spccudtstng men tarn fields in Tad of aiming at 
general self'Suffieu IK \ Kashmir too r (omcntKt us* on specialisa¬ 
tion, and all the fastest grow'ing products flint, (toi ts, nuts, hops 
are aimed at markets in othei 'stau s or countries 

The South Kmean Konomy has hcncfitid fnm > large US Ainn 
presence. Kashmir has bcnelitcd from a large B'di i 'irm\ piTseiin 
Both armies have injected a lot of spending pawn fi 0 outside. South 
Korea has benefited from large dollops of jorcigii ei 0 omic assistaiuc 
Kashmir gets the highest pn (ap^ti! Central assisfan of any State in 

India 

It cannot be an\b<nl\'s contention, of course 'hat Korea and 
Kashmir are identical. There are glaring diffein v for all to sev 
South Korea IS super-eflicient while Kashmir is not ^oica ts now an 
important industrial power, while Kashmir remains n overwhelmingly 
agricultural economy But despite these diffcrcm it would appeal 
that the successes of Korea and Kishmir have mam t >'iimon roots 

(This IS an cxlracl f'nnn an aiiulo hv ihi’ .uiihn piihlishrd ni ilio 
Hindustan Tinier on 14-7-I9S1) 
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good. The consumption of fertiliser 
and wccdicidcs has leaped up in the 
last I luce years But much remains 
In be done in consolidating fiarmcnled 
land» and in icpiiring old nngation 
channels ih.it h.ive fallen into des- 
lopair 

The big rigntiiliuial bicaklhioiigh 
m Kashmir has not ken inpiddy but 
in liorticiillurc A St.ite winch is 
It mole Ilf m mirki Isanti lii>.i shoil 
iLMimltiii.il si.ison need to crow 
spvti.ilitv tiopsio lake avJsantage of 
It. nniqut tliniatt< conditiims and 
Ihis IS Ills! whal K.i hinn has dtme 
llorikultiiial piodiKtion i.estimited 
to In Lapiiig iip\\aid> bv 10 \o ls 
pti tcni pci Ntai Indeed the K ishmir 
(lOMrnmtnl has been foititl to ban 
ihe divcilion of padtl\ l.ind to 
oithaids. a detisioii aimctl at getting 
Ihe State dost lo scll-siiflicKTicy in 
lend I he lock ot lli^ i^ fai from 
tlcar ll m.lU^ no moie sense tor 
Kashmn to bt .elf suflicieni in iilc 
I lian foi Piiniab In he ‘clf , itikient 
in < berries Win should Kashmir not 
cxpoit chimes to Pnniib md irnpoil 
nee from I Inn ^ 

Ibt hnMM iilliii d ( mphasis was till 
reL*niK 0.1 apphs and ( <idl)inv has 
now sd up an expoi 1 on« lUtd apple 
LOiccliatt luloiN in ihe \ ilky Rut 
iheic IS iku\ I dull towaiiis mils, 
which hav( flu ad\ania‘N of bemt' 
mm-pc.ishabk \ inaioi dine is on 
hand fo i xpariil ihe oiitpui of w.limits, 
ahikind and t hileo/a Walnut irces 
tradition illv lake I ' \v a< to vield 
liuil bill III a U’cbiiolo u .lie now 
b.ing iiilMuhkid Ibnddim^ in summer 
ami eialling in winter) whkh will 
SKklinilurt tins m i\ \t in I Iiin- 
slitlKd iImioikK III m bilUi almond 
rool lod in hi III|H pukiiiscd, 
whkh will matiin m iiisl liiui >cais 
( hiigo/.i pi laLhi ) Hid ha/e Imits ate 
ollki lice. being ciuoii aged, and 
initial ‘liidic siiiM*t SI tint ohv. ' l in 
Iv .1 nione> ‘piiiii< 1 

Olhci tiops which lu eiowiiigal 
ilmosi an esponcntial pact arc mush- 
100ms and hops Ihcse .igdin arc 
vciy high value eiops which make 
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maximum use of the Slate's climate. 

Agriculture is labour-intensive, and 
so is tourism. Tourist arrivals in 
Kashmir have been increasing at a 
compound rate of 13 per cent per year, 
an inllow large enough to boost any 
economy. Jt is dillicult to quantify 
the value of tourism, as it includes 
many things like food, purchases of 
handicrafts, transport and entertain¬ 
ment. Mr. E.P.W. da (?osta made a 
study some time ago suggesting that 
tourism in all its ramificaiions may 
have accounted for 20 per cent of 
Gross Domestic Product in 1972-73. 
If so, the figure must be much higher 
today, 'fourism has a considerable 
multiplier effect on employment, and 
the opening of new tourist centres 
injects hu^c sums of money into for¬ 
merly impoverished areas. 

Kashmi/'s emphasis is on netting the 
big fish, not the janala traveller. It 
may come as a surprise to readers to 
know that tourists to the valley num¬ 
ber only eight lakhs, while ten limes as 
many visit the Vaishno Devi shrine in 
Jammu province. Indeed, the 8,000 
odd tourists visiting Lch probably 
spend as much as the eight million 
who go to Vaishno Devi. 

Every Kashmir Government has 
sworn by socialism, but the success of 
the Kashmiri economy owes an unpay¬ 
able debt to the failure of socialism 
in the rest of India. Those who have 
grown rich are spending their millions 
in trips to Kashmir, living in posh 
hotels and buying silk carpets, pash- 
mina shawls, and carved walnut furni¬ 
ture. There can be litfle question that 
much of the money spent by tourists 
in the State is black money, and it 
would be a disaster for Kashmir if 
some stern Govcinmenl in New Delhi 
^suddenly pul an end to unaccounted 
incomes. 

Kashmir's tomisl facilities are most 
inadequate. They have not expanded 
nearly last enough to keep pace with 
the burgeoning inflow of tourists. One 
problem is that the peak season is only 
from May to July, and arrivals drop 
off sharply thereafter. 1'his makes it 


tricky to invest really large sums. Yet 
a recent auction of a hotel plot in 
Pahalgam fetched an unheard of sum of 
Rs 36 lakhs, proving that there is plenty 
of money in tourism despite its seasonal 
nature. The State Government needs 
to develop a great many new centres 
to reduce the pressure on Srinagar, 
Pahalgam and Gulmarg. Its plea of a 
lack of funds is quite unconvincing. It 
owns hundreds of tourist huts which 
arc rented out at ridiculously low 
rates. A tourist hut in Pahalgam may 
cost no more than Rs 45 per day, while 
the commercial rate for the same hut 
would be Rs 400 per day. A two- 
bedroom suite in Daksum costs just 
Rs 15 per day. If the State Govern¬ 
ment simply auctioned all its existing 
tourist huts in established resorts, it 
would raise more than enough cash to 
build new resorts. Once these new re¬ 
sorts arc established, the Government 
can once again auction its huts and 
move on to yet more areas. Thus it should 
be recycling its resources for the great¬ 
er good. As things stand, the tourist 
huts at throw away rates arc booked 
by VIPs who enjoy highly subsidised 
holidays at the State's expense. Sub¬ 
sidised huts are certainly an important 
aspect of any promotional tourism, 
but the day has long passed wlien 
Pahalgam or Gulmarg needed any pro¬ 
motion. Subsidised accommodation 
should be restricted to new resorts. 

Kashmir has always been known for 
handicrafts—silverware, shawls, papier 
mache, carved wood—but the handi¬ 
craft that has really taken off In the 
1970s is carpet-weaving. The emergence 
of Iran as an oil power virtually finish¬ 
ed that country us the world'.s leading 
maker of oriented carpets, and it has 
been left to India, Pakistan and China to 
iill the void. Kashmir’s carjxjl industry 
now accounts for two-thirds of all 
handicraft production, employing 1.75 
lakhs out of a total of 2.75 lakhs. 
Handicraft production is estimated 
around Rs 60 crores this year, of which 
Rs 45 crores will be exported. At pre¬ 
sent there is a serious slump in carpets 
after years of boom. The German 
market, which is easily the biggest 


export outlet, has collapsed because of 
the downward float of the Deutsche- 
mark, which has made carpet imports 
in Germany very expensive. However, 
there is no reason to suppose that this 
is any more than a passing phase. 
Kashmir’s emphasis on handicrafts 
has helped boost employment. What is 
more, the employment has been in 
sectors which need no subsidies, and 
are in fact highly profitable. 

The overall investment strategy of 
our planners has made the grave 
mistake of not merely permitting but 
encouraging the proliferation of uncom¬ 
petitive industries as a matter of policy. 
On the one hand we have been building 
capital-intensive heavy industries which 
have to be .sheltered from imports, which 
are generally far cheaper. On the other 
hand we have been subsidising ineffi¬ 
cient, labour-intensive industries like 
hand looms, where wages can never rise 
above starvation level because of low 
productivity. Both Korea and Kashmir 
have gone in for industries which 
are competitive, which arc pro¬ 
fitable and do not require subsidies. 
And all this enable.s the payment 
of high wages—it is only competitive, 
productive industries that can afford 
to pay their workers well and yield 
surpluses for future growth. Thus 
the casual labour rate in Kashmir is a 
fantastic Rs 20 to Rs 25 per day in the 
summer, and labour has to be imported 
from Rajasthan and elsewhere. Even 
beggars arc imported from other 
States—Kashmiri have better ways of 
fleecing the tourist. The Kashmiri 
carpet weaver can earn Rs 45 per day, 
while the Bihar handloom weaver earns 
barely Rs 6 per day. Nothing can 
better sum up the difference between 
productive employment based on cost 
advantages, and unproductive employ¬ 
ment based on subsidies. 

What are Kashmir’s weak points ? 
There arc many. First is the lack of 
realisation by the State's politicians of 
the reasons for its success. There is a 
constant prattle about socialism and 
the evils of capitalism, whereas in fact 
the success of the State has largely 
hinged on private enterprise backed by 
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Government promotional activities. 

But there are shrewd men around like __ 

the Finance Minister, Mr D.D. Thakur, 
who are now grasping the reality. Thus 
a couple of sick units have been hand¬ 
ed over to big business houses for 
revival despite Opposition protests. 

The inefficient Government monopoly 
in sericulture has made Kashmiri silk 
very high priced, and proposals are 
now afoot to disband this monopoly. 

However, a new ideological strategy 
needs to be clearly stated and imple¬ 
mented The State has a major lole to 
play in developing the infrastructure, 
promoting new tourist resoits and 
^ nandicrafts, in providing SDcial services 
like education, health and housing, and 
in agricultural extension, both in 
cereals and horticulture. But the rest 
of the field should be set Ircc for pri¬ 
vate enterprise. 

The State has so far neglected 
power development woefully. Its 
mountainous terrain naturally pro¬ 
vides a huge hydcl potential, but very 
little has been developed. And trans¬ 
mission losses in power, according to 
one version, aic a phenomenal 47 
pel cent. This kind of inefficiency is 
by no means unique in Government 
depaitments. 

Despite its strident growth in the 
197Ps, the per capita income of Kashmir 
is just under the national average. One 
reason is that it started from a very 
low base. The other is that family 
planning has fared very poorly in the 
State. The birth rate actually went 
up from 31.6 per thousand in 1972 to 
32.7 per thousand in 1978, according 
to sample registration data. 

The State has benefited from large 
infusions of Cential assistance. Along 
with Himachal Pradesh and the North- 
Eastern territories, Kashmir gets 
Central aid under a special formula 
which is generous. But this is not the 
only reason for its success. Himachal 
Pradesh has all the financial advantages 
of a special formula State as well as 
proximity to the north Indian plains, 
yet it has developed at a much lower 
pace than Kashmir. 


Jammu and Kashmir 
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1070-71 

1978-79 

Gi ovvlh 


(in Rs crorcs) 

(in Rs ciorcs) 

CJ 

Agricultuie 

73.44 

119.86 

63.2 

Manufacturing 

17.81 

33 20 

86.41 

Transport, C ummunicalions 

11.30 

15.38 

36.10 

Trade and storage 

8.17 

10.10 

23 62 

Others 

22.38 

37 85 

69.12 


Kashmir’s voist failing is that it 
remains so p.ithelically dependent on 
Central aid. Nv>t only is its entiic 
Plan expcndiluri met by the Centre, 
even piut of its administrative expendi¬ 
ture has to be defrayed by Cential 
grants. This is a dcpioiable state of 
affaiis. The Sale can no longer 
claim to be citlur poverty-stricken or 
a low-gro\\lh aiea. It is one of the 
most dynamic in India- There can no 
longer be any cuuse for its dependence 
on New Delhi. 

Sheikh Abdullah has made a stait 
in reducing ihi*’ dependence by the 
gradual aboliii^ai of the food subsidy 
which at one time ate up Rs 23 ciorcs 
per year. But this is not enough. 
There must be a sterner effort at 
raising revenue. Sales tax revenue can 
be increased rapidly. It is absurd 


that the .sales tax c\en on a luxury 
item like silk carpi, ts is only four per 
cent, on the specu^us ground that it 
is a handiciafl Refcicnce has already 
been made to the very low rates at 
which Government tourist huts are 
rcnl:d out. The power tariff is low, 
and It IS essential to cut down trans¬ 
mission losses and enhance the re¬ 
covery of dues. 

Kashmii holds many lessons for the 
rest of India. But it also needs to 
learn from otlicr States like its southern 
neighbour, Punjab. Although Punjab 
has the lowest Cential Plan aid per 
capita, it boasts the hugest Plan in¬ 
vestment per capita. This is the true 
measure of a dynamic State—its dyna¬ 
mism is self-sustaining, and does not 
depend on lollipops from New Delhi. 
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In the Nation 


Industrial Sickness 


Till Union Deputy Minister of 1 inance, 
Mr Maganbhai Barol, during his visit to 
Bombay earlier this month took the op¬ 
portunity to meet the chief executives of 
financial institutions to discuss the pro¬ 
blem of growing sickness in mdustry and 
the mounting ovciducs of boriuwers to 
financial institutions and banks. He indi- 

'cd that the government would take 
'suitable legislative measures for facililuiing 
early revival. 

It IS easy to understand the Govern- 
menfs concern. In the 12 months ending 
June- 19K0 the number of closed large and 
medium scale units being revived with 
bank and institutional assistance rose to 
390 from 345 during 1979. The niimbei 
of such units in the small-scale scclt)r was 
as high as 20,700. It is estimated that 
more than Rs 1500 crorcs of bank credit 
is currently blocked in sick enterprises in 
the large and medium scale sectors and 
Rs 250 ciores in the small scale sector. 

No Clear Concepts 

s 

In Its 24th repoit on IDBl submitted to 
Lok Sabha in April, the Coinmitlcc 
on Public Undertakings pointed out that 
of the 122 units assisted by financial insti¬ 
tutions like IDBI, IFCT and ICICI as on 
December 1980, 84 were handled by IDBI 
for rehabilitation upto .lunc 1980. The 
committee felt that the monitoring and 
rehabilitation of the sick units all over 
India should be the responsibility of IDUl. 
It also held that at present theic seemed 
to be no clear concepts as to which type 
of units could be regarded as sick. Also 
there was some duplication of effort bet¬ 
ween RBI and IDBl. 

Mr N.N. Pai, Chairman of IDBl, who 
spoke at the Bombay meeting, while out¬ 
lining the various steps that the financial 
Ni institutions are contemplating to tackle 
the problem more effectively, referred to 
particularly the concept of data bank. 
This, he said, would aid better appiaisal 
of the entrepreneurs by having knowledge 


about theii Lredit rating on the basis of 
their past track iccord. The data bank 
would also pii)\idc ready information 
about the supplicis of machinery and 
equipment, then price etc. and thereby 
help realistic c^iiiutes of project cost and 
thus avoid overiuns. He also disclosed 
thill the instilulums were vvoikiiig on a 
proposal foi the uealion of a cadre of c\- 
pciicnced pioffssuuials in various discip¬ 
lines who will as tioublc shooters and 
bridge ihe delitkiiLies in management of 
assisted units wIn.iever necessary. They 
were further laKii steps to stieaniliiic the 
funclioningoF nuinincc directors to enable 


T. T. Vijayaraghavan writes 
from Bombay 


them to play a more clFccti\c role in 
monittning the performance of assisted 
units without at me same lime interfering 
in thcii day-lo da management. Mr S.S 
Mehta, Cliaii man of JCICT, went a step 
further and sard mat quasi-jiulicial powers 
should be vested \ith the institutions so 
that ‘rccalcitrai» managements of com¬ 
panies could be ^ anged Since the insli- 
lulions weie LM'‘‘»iencnig difficulties in 
the lectrvery <d tines, especially from sugar 
units, he urged mil recovery of institu¬ 
tional loans sht>' d be treated on par with 
arrears of land u'enuc. 

It is now w id ly recognised that the 
spread of indu nial sickness not only 
slows down the pace of new investment 
but also alleti^ the profitability of 
lending instil lit K' l'i themselves. The pro¬ 
gress of the Cl 'vcrnment’s scheme for 
company amalga nations has been tardy. 
Despite the libel a' tax concessions given 
under Section "-A of the Income-tax 
Act, the nunibci of take-overs of sick 
units by healthy ones has not been many. 
It would appear that only about a dozen 
proposals for mergers have been cleared 


by the Government. It is in this context 
that the recent decisions of the Reserve 
Bank to set up a committee to go into the 
problems being faced by the commercial 
banks and financial institutions in rehabi¬ 
litating sick units should be seen. The 
committee will identifj the mam constra¬ 
ints to ichabihtation of sick units, review 
the existing ciitciia adopted by banks and 
financial institutions in dctci mining the 
suitabilily ofa sick unit foi icvival and 
recommend modifications, it will also 
identify the factors inhibiting expeditious 
mergers of sick units with the healthy 
ones and suggest remedial measures. 

It IS obvious that the Reserve Bunk 
wants the banks and the term-lending 
institutions to reduce the funds blocked in 
sick industries so that they may have 
more icsources for then normal lending 
operations In the latest Currency and 
Finance Report, the Reserve Bank has 
made it clear that if the uTiabilitation 
programme had to be taken up mainly on 
‘socio-economic considerations’, it was 
necessary that equitable sacrifice should 
be made by each bank 'financial institution 
as also by the owners of the units, other 
cieditors, Government, labour etc. 

Undue Importance 

Mi N.N Pa I was more explicit. Speak¬ 
ing at a function in Bombay he pointed 
out that It was wrong to pay undue impor¬ 
tance to the theory of reviving sick units to 
health by injecting more and more funds. 
He asked whethci tlie undeserving units 
should be helped because thc> were sick. 
His experience was that the majority of 
the sick units suffered because of mis¬ 
management and diversion of funds for 
non-industrial purposes. “It is time”, ho 
said, “that we strengthen growth forces in 
the short run si> lliat in the long run 
equity objective can be better served”. 

It would appear that the Government 
iticlf is now taking a serious view of 
reports of possible collusion between die 
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commercial banks and management of 
sick companies in diverting bank loans 
provided for revival of these companies 
to other uses. There have been cases, it 
is pointed out, of many textile companies 
taking bank loans ostensibly for revival 
and rehabihtatioii but diversifying into 
activities unrelated to the textile industry. 
What is surprising is that they even 
manage to show profits while the textile 
plant and machinery continue to remain 
either obsolete or unusable. 

Even when there is no collusion as 
reported in some instances, the banks 
cannot wholly escape blame for the 
emergence of industrial sickness. After 
all the first symptoms of sickness could 
be known only to the bank manager. 
Revival should, therefore, start at that 
stage. If it docs not start, it speaks 
poorly of the bank managements. It is 
also generally true that banks, despite 
their large financial slakes, do not keep 
a close watch on the performance of 
assisted companies. Perhaps the RBI 
committee would go into the banks’ 
present system of monitoring credit 
utilisation by industry and suggest 
measures to thoroughly streamline it. 

Substantial Stakes 

It must, however, be said in lairncss 
to the banks and the term-lending insti¬ 
tutions that substantial stakes have been 
assumed by them under pressures of 
various kinds, especially from State 
Governments using their political clout 
to make these institutions relax their 
conditions. As the recent policy paper 
on sick units submitted by the Industry 
Ministry itself notes, these very 
governments show reluctance to take up 
the financial responsibility involved in 
nationalisation. The paper has done 
well in recommending that sick units 
which are inherently non-viable should 
not be nationalised. Even sick units with 
an investment of Rs 2 crorcs or above 
in fixed assets and employing over JOOO 
persons should be nationalised only when 
the line of production is critical to the 
economy, the unit has substantial ancil¬ 
lary linkages and the large workfoice 
could not be rehabilitated elsewhere. 

; Thus the real test should be whether 

i;:, there is a reasonable chance of nursing 

f : BAsnitN Eoomm 

L- 


the sick units back to health. If this 
docs not seem to be the case, blood 
transfusion in the form of additional 
funds can be of little avail. It is to be 
seen how far some of those unexcep¬ 
tionable principles enunciated will be 
translated into practice. 


Bungling Over 
Bus Fares 


The. G()v^RN^f^^T of India’s decision to 
increase the prices of petroleum products 
was announced on July II but it took 
about a month for the West Bengal 
Government to make up its mind as 
to how to deal with (he situation. The 
State Government strongly opposed the 


R. J. Venkateswaran writes 
from Calcutta 


move on the ground that it would impose 
further hardship on the people. The 
Government therefore decided not to 
increase the fares of buses and taxi'., and 
to request the Centre to cxcinjit the 
passenger transport vehicles from paying 
the enhanced price for diesel and petrol. 
It should have been quite obvious to the 
State Government that New Delhi would 
not concede this demand. Ncvcrihelcss, 
the Stale Government continued to 
entertain the hope that the Centre would 
provide some relief. But when Mr R. 
Venkataraman visited Calcutta on August 
5, he made it clear ihat the Centre could 
not give the kind of exemption requested 
by West Bengal nor provide it with 
assistance in any form to meet the higher 
costs of petroleum products. He advised 
the Slate Government to revise the fare 
structure and also try to meet the addi¬ 
tional exi^cnditure from the extra revenue 
that would be derived from the sales 
lax on petroleum products. 

The West Bengal Government however 
decided not to raise the bus fares but 
allowed taxi operators to increase their 
charges. So far as private bus owners 
were concerned, the Government an¬ 
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nounced on August 6 that they would be 
given a rebate on their fuel consumption. 
The procedure for calculating the rebate , 
would be announced shortly. According 
Dr Ashok Mitra, the State Government 
would have to pay Rs 6.40 crores to 
private bus operators, Rs I crore to the 
State transport services, and Rs 20 lakhs 
to ferry services as rebate on their fuel 
consumption. He said that the State 
Government would earn an additional 
amount of only Rs 4.3 crores on sales tax 
and so, he would approach the Centre 
for assistance to meet the deficit of over 
Rs 3 crores. 

Centre's Advice 

Meanwhile, a team of officials of the 
Planning Commission arrived in Calcutta 
on August i'. and advised the State 
Governnicnl to raise immediately the 
bus fares in order to check the deficit 
of the Calcutta Slate Transport Corpora¬ 
tion. They .said that other Slate Govern¬ 
ments liad already raised their fares and 
suggested that West Bengal should also 
do the same since the C’alcutia State 
Transport Corporation could not become 
viable merely by giving subsidies. 
The State Government has been placed 


Jamnalal Bajaj Awards for 1981 

Till. jAMNALAi. Bajaj Awards for I9S1 
have been made to the following; 

Award / ; to Mrs Amalprava Das of 
the Sarania Ashram, Gauhati for out¬ 
standing contribution in the field of 
constructive work. 

Award IJ: to A MM Murugappa Chet- 
tiar Research Centre which is headed 
by Dr. C. V. Seshadri. The award is for 
pioneering research on the application 
of science and technology for rural 
development. 

Award III: To Mrs Ramadevi Gopa- 
baiidhu C'houdhuri, Cuttack for out¬ 
standing contribution to the welfare 
and upliftment of women and children. 

Each of these awardvS consist of a 
citation, a medal and a cash prize of 
Rs one lakh. 

The awards will be presented on 
Jamnalal Bajaj’s birthday on November 
4, 1981. 






in a delicate situation because of its own 
vacillation. It is unwilling to raise the 
bus fares in its anxiety to please the 
people. At the same time, it finds it 
difficult to gel the funds for paying the 
rebate. In fact, it seems doubtful if the 
Government will be able to evolve a 
satisfactory formula foi calculating the 
rebate to be paid to about 8000 piivate 
buses on the basis ol then fuel consump¬ 
tion 

The Bengal Bus Syndicate has demand¬ 
ed that thciebateto bus owncis should 
be paid by Septembci 15 and that it 
should covci the peiiod liom Jnl\ II It 
has estimated that the ad hot amount ol 
iej>f'lc would amount to Rs ISOO pci bus 

Understandable Reluctance 

The Stale Government\ reluctance to 
raise bus faics is iiiuleist.indablc. But 
the passengcis' interests will not be seised 
if the piivatc bus operators deticL* to 
curtail then seivices because ol uneco¬ 
nomic wt)ikiim. In the ease of mini¬ 
buses also, the Go'cinmcnl has lefuscd 
to raise the faic on the gioiind that most 
of them aic aheady earning good profits 
According to the Tianspoit Ministei, 
Mr Mohammed Amin, the daily f.iie 
collection of mini-buses on 17 loutcs 
varied beuveen Rs 500 .ind Rs 774 while, 
^uTtbe othei loiiUs, it averaged Rs 400 
ii day He icvcaled (hat the aveiage 
mini-bus ownei made a vlcai piotil of 
Rs 200 to Rs ^00 pel da\ But such 
profits could be eai lied only b\ allowing 
an unlimited number of passengers to 
stand and subieil them to acute h.iiiMiip. 
The Ciovcrnmenl W()uld piefei the 
present practice to continue lalherlhan 
cnfoicc discipline on the mini-biis opera¬ 
tors by not permitting them to ovci-Ioad 
their vehicles heavily. 

It seems unloi Innate that noseiious 
efforts arc being made to lone up the 
cfficienc> of the Slate Transport Undci- 
takings for which there is cnoimous 
scope. Reports have appealed fiom lime 
to time about the widespread absenteeism 
among driveis, poor maintenance of 
'^i'ehicles, lack of proper control over 
inventories, and various other kinds of 
anomalies and abuses. The Government 
should now take effective measures to 


improve the efficiency of these undertak¬ 
ings. It should also give more attention 
to repair the joad> most of which remain 
m an awful condition 


Ashok Mitra and 
23 Economists 


Whai was the objective of Di Ashok 
Mitra in convenin’ meetings of 23 lead¬ 
ing economists 1 mm different States m 
CaleutU on August 7 and 8 and asking 
them f<»r then lews on the current 
economic siluatioi ’ If the purpose was 
only to draw i' ‘ attention of the 
Government ot India to ceitain wrong 
aspects of its ippioach to economic 
development, \vh\ wcie the piocecdings 
of these mcLlings not open to the Press 
and the public ^ I^r Mitia has question¬ 
ed the need foi tl Government of India 
to cnsuie sccilln ui negotiating the loan 
of billion ho (he IMl It seems 

surprising the il to that he should have 
fell It necessan 1‘Ccp conlidential the 
proceedings of ' mcelrngs of the 
economists TIu public have been told 
onl> about tlui lecommcndalions. It 
would have been ful and interesting to 
know details ah i' the trends of then 
discussions 

Some of the ' 'stion> made b> the 
economists wlo of couisc, well con¬ 
ceived such as i need to sticngtlun 
the public disirih on system, icvival ol 
the food-for-w.’ progiamme, gicatci 
discipline ovci hi on-banking financial 
institutions, an I > mc drastic mcasuic^ 
to curb black n ’ v. But Ihc econo¬ 
mists weic not >nvincing when they 
opposed the in(>\< i' reduce the bin den 
of taxation fli Miid that thcic was 
no evidence to p> that lowci iMtes ol 
taxation vve uid r nil in more revenue 
But the Finance M nster, Mr R. Venkata- 
raman, himself 1 admitted that the 
cuts in tax rates liavc imprcncd the 
collection of reven e. While presenting 
the budget for -R2, he said. ‘‘I am 
happy to inform th^ House that, despite 
the concessions in income-tax allowed in 
tile budget for 1980-81, tax revenues have 


not suffered. My judgement that lower 
rates of taxation will promote better 
voluntary compliance seems to have been 
vindicated’’. 

The economists were right in stressing 
the need for avoiding indiscriminate 
imports Bui they did not seem to have 
given importance to export promotion. 
On the other hand, they felt that the 
Governnienl’s efforts to increase exports 
would not succeed in the context of the 
current world recession. This is indeed 
a supcificial approach. The recessionary 
conditions will, no doubt, make it diffi¬ 
cult to augment exports but this is no 
justifiLation for slackening our efforts. 
Instead, Indian exporters should appro- 
pi lately change their strategy and the 
Govcinmcnl ‘hould also modify Its 
incentive scheme so as to make it more 
effcetive In view of the massive trade 
deficit one would have expected the 
economists to give some thought to 
measures loi giving .i strong stimulus to 
exports 

Unwarranted Ban 

The economists said that the ordinance 
empowering the Government to ban 
stiikcs by woikcrs was ‘Totally unwarant- 
ed” But they did not explain how to 
deal with strikes and othei forms of 
agitatum which aie politically motivated. 
Is Ihc (lovcrnment to look on helplessly 
when vital scctois like i ail ways, ports, 
bulks and communications are dclibera- 
Iclv paralvsed^ Il is, of course, wrong 
to prevent workers fioni expressing their 
genuine grievances or remain indifferent 
to them But what has been a cause for 
real contcin is the exploitation of labour 
to gam political objCLtivcs 

1 he tc<momisls concentrated their 
attention solely on the policies of the 
Government of India But why did 
they not deal at least broadly with those 
of the State Govern nents? While the 
(’ciitrc's actions arc mainly responsible 
for creating and perpetuating inflation, 
the States also have made their contri¬ 
bution to It The wasteful and extrava¬ 
gant miinnei in which the Slate Govern¬ 
ments spend their resources, the 
inefficiency with which they run their 
public sector undertakings, and their 
indifference to the improvement of in- 
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frastructurc—all these have affected pro¬ 
duction, aggravated shortages and push¬ 
ed up prices 

According to a press report, Ihc 
economists were invited by the West 
Bengal Government and requested to 
deliberate on **the major problems 
affecting the people and issue guidelines 
to the Slate Government to overcome the 
difficult situation” Why then did they 
not consider the problem of chronic 
powci shoitage and advise the State 
Government how to deal with it ^ 


IIM on Animal 
Energy 


Givi N TUT extensive use of animal power 
in India mainly the bullock cart—it is 
vital (hat this source of energy be utilised 
more cfliciently than at present 

Lssenlially what needs to be done is to 
have healthier animals and better equip¬ 
ped plows and carts to which these ani¬ 
mals arc harnessed Various expenmenis 
has been conducted in improving the 
design oi the latter One such experiment 
which turned out to be cxticmcly success¬ 
ful was 10 put rubber tyres on carls This 
not onlv reduced the strain on the animal 
but also enabled the cjrt to move over 
uneven surfaces It also pi evented rut¬ 
ting of roads Milch, however, still needs 
to be done particularly in relation to im¬ 
proving the design of the axle as well as 
designing items like horse shoes Puither 
attention needs to be paid to the identifi¬ 
cation of propel feed quality and quantity 
for difPcicnt tvpcs of animals at clifTercnt 
ages 

The Indian Institute of Management 
(IIM) at Bangalore has proposed that an 
Animal I ncigy Development ( orpciration 
be set up Some of the activities that the 
Corporation could undertake arc : 

(a) The redesign ot carts, impkments, 
tools and machinery using animal power; 

(b) I xlcnsion work through mass media 
documentaries, posters, children’s books, 

(c) The manufacture of improved and 
standardised versions of animal-drawn 


carts, accessories, implements and machi¬ 
nery; 

(d) The provision of credit all over the 
country for the use of improved and stan¬ 
dardised designs of animal-powered im¬ 
plements; and 

(e) Software research on organisation, 
credit, user acceptance, training, exten¬ 
sion, etc also m order to establish the 
machinery foi enforcing existing laws as 
bearing on the wastage of aninial-powci 

The IIM has prepared a detailed note 
on the subject which should be given 
seilous attention by the Govci iimcnl 1 he 
following arc its main recommendations 

Breed l)e\elopmciit 

(i) ( attic census 

(ii) Physical charactcristKs of dominant 
breeds 

(ill) The geographical dsliibiition of 
thoroughbied and crossbicd stocks in 
relation to work needs 

(iv) Typical merits and wtakncsstsol 
yaiious breeds 

(\) R^D leads for biecdina out and 
eliminating above weaknesses 

(vi) Data loi genetic woik in order to 
reinforce Iroughl, or work i>iilput, and 
the correlation of drought and work capa¬ 
city with breed and age 
(mi) Slaughter house praciiu s and the 
economies ot utilisation ol ininial pro¬ 
ducts by the pharmacculie ii and leathci- 
ijsing industiies 

(vm) Ihc distnbution of work animal 
tunc as between ploughini», ».ai thing, 
water lifting, oil extracting etc with a 
view to establishing conelalion between 
bleed and woik aptitude 
(IX) Veterinary Health Cau 

L/tilisation 

(i) The design and devel()pmLnl of more 
e'fhcicnt and appropriate leilinologics for 
using animal draught in nieehanical sys¬ 
tems like ploughs, edits, etc and the 
devising of new implements, sueh as sced- 
diills and weeders, which will mechanise 
an increasing number of faini opciations 

(ii) The design and dcvtlopmcnt ol 
standardised items like hoof shoes 

(ill) The development of hoof-shoes 
and nails for buffaloes 


Comparison of Investments in and Loads 
Carried by Different Modes of Transport 


Transport 

System 

Investment 
(Rs crores) 

Load carried 
m Bilhon 
Tonne-kilo¬ 
metres 

Bullock-cart 

^coo 

18 

Truck 

2,500 

100 

Railways 

4,000 

200 


(iv) The modernisation of slaughter¬ 
house practices 

(v) The design and development of 
beitei load-bcaring systems for animal 
using implements 

Animal feed 

(i) The identification of proper feed 
quality and quantity for diffeicnt types 
ol animals at dillcrent ages and in diffe¬ 
rent parts ol the country 

(ii) I ostenng maximum uiilisation ol 
local and natural raw materials foi feed¬ 
ing, paiticulaily grasses 1 xplonng the 
utilization of food industry wastes, such 
as molasses, for enriching cattle-feed 

(III) Ihc identification of gaps in (ii) 
above and the development of processed 
feed for manufacture in rural industrial 
establishments 

(iv) The effect of quality and quantity 
of feed on the woiking life and work 
capacity of animals Similar studies 
have alic«idy been conducted legarding 
the lactation cycles of dairy cattle An 
integrated study on the economics of 
dairying and work-cattle utilisation. 

(v) Ensuring strict quality control of 
processed animal feed and, simultane¬ 
ously, Its easy availability 

(vi) The development of special feeds 
for supplemental foods of various types 
during the foimative years in the life of 
work animals 

Manufacturing 

(i) The idenlilication of agencies for 
the manufacture of animal feeds indivi¬ 
dual cntrepicneuis, cooperatives and 
panchayat bodies 

(ii) Quality and quantity of modified 
agiicultural implements and components, 
etc to be manufactured by individual 
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eotrepreoeurs. Filling of gaps in pro- and Visakhapatnam refineries, had con¬ 
duction plans through state effort in tinued in the private sector. 


N Growth of Animal-drawn Carts in India 


Year 


Number in Millions 


1947 (Vagh’s figure) 

1956 

1961 

1966 

1975* 

1978* 


8.0 

11.0 

12.1 

12.7 

14.0 

15.0 


♦Estimated. 


jn, the procurement of materials and 
ffoducts. 


Oil India, which came to be formed 
after the discovery of oil al Nahorkatiya 
in Upper Assam in the early fifties, 
originally had equity participation by 
the Government to the extent of 33.3 
per cent. By the close of fifties, the 
Government became an equal partner 
in this undertaking with the Burmah Oil 
Company (BOO, ihc parent concern of 
the AOC. Along with Oil India and the 
Assam Oil Company, the Burmah Oil 
Company (India Trading) Limited is 
being taken over. The only financial 
interest which the HOC will now have in 
the country will be in the Tinplate Com¬ 
pany of India, 


(iii) Transfer to manufacturers of 
R & D inputs mentioned in (i) & (ii) 
above developed at the Animal Energy 
Reseacch Institute. 

(iv) Research in design and materials 
both as relating to cost and strength. 


Oil India, AOC 
Takeover 

w- 

riiE Union Government taking 
over soon Oil India and the Assam Oil 
Company (AOC), the entire oil explora- 
tion» production and refining in the 
country will come under effective State 
control.. This will leave only two refi¬ 
neries at Cochin and Madras with foreign 
equity participation, but on a minority 
basis. Three other refineries, two at 
Trombay and one at Visakhapatnam, 
were taken over from Burmah Shell, Esso 
and Caltex a few years ago. Five refi¬ 
neries at Koyali, Haldia, Barauni, 
Gauhati and Bongaigaon have been set 
up by the Government itself. The 
Mathura refinery, which will be going on 
stream shortly too is in the public sector. 
Apart from Oil India, the other agency 
for oil exploration and production in the 
Gantry, the Oil and Natural Gas Com¬ 
mission, also is wholly Government- 
owned. The AOC*s was the only refinery, 
whi^ lifter the take-over of the Trombay 


Long-Drawn Talks 

Government's intention to take over 
Oil India and the AOC was made known 
about five years ago. But negotiations 
have continued since then over the pay¬ 
ment to be made to the BOC. Initially, 
there was a dilfercncc of opinion between 
the two partners in Oil India whether the 
compensation to be paid to the BOC 
for its interests and assets in Oil India 
should be dealt ^Mth separately from 
those in the Assam Oil Company. The 
Government was insisting on the take¬ 
over of two companies together. Since 
negotiations got prolonged, it was 
thought that the uikcovcr of the two 
undertakings shoukl be eficctcd sepa¬ 
rately. The settlement which has now 
been arrived implies that the takeover 
of these two, alone with that of the 
Burmah Oil Comiuny (India Trading) 
Limited will be ctKxted simultaneously. 
The payment to be made to the BOC 
for the acquisition i f its interests in the 
three concerns hi^ been finalised at 
Rs 21.56 crores. According to know- 
Jcdgcable circles, it is by no means 
excessive. 

Though the three undertakings will be 
taken over de facto in the next couple 
of months, after the bill in this respect is 
adopted by the Parliament during its 
current session and the agreed payment 
is made to the BOC, de jure it will take 
effect from January 1, 1977, This pre¬ 
sumably has been done to obviate certain 


problems relating to the payment to be 
made on the AOC account, arising out 
of crude oil supplies to it from Oil India 
and the AOC*s claim for higher prices 
for its products after 1976. Further, a 
pertinent point to be appreciated in this 
regard is that Oil India's accounts have 
not been closed after 1976. The guaran¬ 
teed tax-free dividend to the BOC in the 
post-1976 profits of Oil India too appa¬ 
rently is included in the negotiated 
payment 

Ngw Opportunities 

The take-over of Oil India should open 
up new opportunities for it in oil ex¬ 
ploration in the country. In fact, in 
anticipation of this, it has already beoii 
granted a licence to explore 12,040 sq. 
kms, in the Mahanadi basin offshore in 
the Bay of Bengal and 6,800 sq. kms. 
onshore in the Puri, Cuttack and Balasore 
districts in Orissa. Indications are that 
it may be entrusted with 26,850 sq. kms. 
area in Jaisalmer in Rajasthan for 
exploration. Currently. Oil India is 
exploring for and producing oil in Upper 
Assam and Arunachal Pradesh. Its 
recoverable reserves in the Upper Assam 
and Arunachal concessions are estimated 
around 39 million tonnes, after nearly 50 
million tonnes having been already 
extracted. Oil India has plans to intensify 
exploration efforts not only in its existing 
concessions but also in the Digboi field 
of the AOC which yields at present just 
about 40,000 tonnes per annum. Oil 
India has been recently allowed to raise 
its output from the Nahorkatiya and the 
adjacent Moran concessions to 3.1 
million tonnes per annum from 2,8 
million tonnes it has been producing 
for over 15 years. 

With a view to maximising the utilisa¬ 
tion of its associated gas resources, it is 
setting up an LPG extraction plant with 
an annual capacity of 50,000 tonnes. This 
project, expected to go on stream by 
April next, will also yield 12,000 tonnes 
of condensates A bottling plant too is 
being put up with a capacity of 20,000 
tonnes per annum. There are plans to 
modernise and expand the Digboi refinery 
of the AOC from half-a-milUon tonnes 
current capacity to about a million 
tonnes. 
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we showed no mercy to our new TATA 1312/46 















































imVI1312/46- 

the 13-tonne vehicle 

for the eighties 

that exceeded even the 

operator'is expectations I 


* AH-round sturdy design 
with highly fuel efficient 
695 Dl Engine 

* Higher Payloed 

* Lower Life-cycle Cost 

* Increased Safety 

* Greater Profitabinty 

_!___ J 

New, longer-lasting, 
high-power 695 Dl Engine 

The efficiency of the new 
695 Dl Engine not only reduces fuel 
consumption, it also offers extra 
power and reduces operating costs 

Bearing up well to 
the extra load 

A new, sturdier front axle with 
heavy-duty bearings, a reinforced 
Banjo-type rear axle and reinforced 
suspension take the jolts and 
bumps of rough roads, and the 
stress and strain of heavy loads 
^in their stride 

A carrier assembly on the rear axle 
makes for ease of maintenance 

The TATA 1312 rides on 10 00 x 
20 16-Piy ratino Nylon tyres that 
are more suitable for carrying 
heavy loads And what's more, 
even if you build a sleeper cab— 
you get a loading platform that is 
almost 615 mtrs in length. 

Effortless gear-changing 

The proven TATA synchromesh 
GBS-40 Gear Box with a 
conveniently placed gear-shift lever. 



a favourite of o» t raiors eliminates 
the tiresome double declutching 
of a claw-typc gear box 


More safety on wheels 

The TATA 1312 has a Tandem 
Master Cylinder w ith independent 
circuits for fro^t jnd rear axle 
brakes In the unSkely event of 
brakes failing on any one axle. 

It ensures that the brakes on the 
other axle will work surely 
and effectively Wider, 
thicker brake linings resist 
wear, last longer 

The fail-safe and parking 
brake systems ensure that 
rear brakes get upplied 
automatically n case of failure 
in the air system While 
parking on steep gradients, the 


spring-actuated fail safe and 
parking brake provides greater 
holding capacity 

Lower life-cycle cost 

The Sturdier longer-lasting 
components the highly fuel- 
efficient engine and the increased 
lodd-carrying capacity of the 
TATA 1312—all add up to lower 
overall life cycle cost and greater 
profitability for you 

All good reasons to opt 
for the TATA 1312... 
and some more 


Each component of the TATA 1312 
has been carefully designed 
for maximum efficiency There s 
also the reassurance of back-up 
service and ready availability of 
genuine Telco Spares whenever 
and wherever you need them from 
Telco s dealer network of over 
147 sales and service centres 
countrywide 



In whatever way you add up the 
sum of Its parts.the newTATA 1312 
results in greater profitability 
And isn't that what you're in the 
uansoQft business for? 



TATA ENGINEERING t LOCOMOTIVE CO. OB. 

' BOMBAY • JAMSHEDPUR* PUNE - 
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WVindow on the World 


[Success for the Axeman 


V. Balasubramanian 


Ik the sheer audacity of its statistics the 
Reagan economic legislation may persuade 
us to review notions of the inviolability 
or the inevitability of Big Government. 
The budget cuts have slashed expenditure 
under some 250 major heads, mainly in 
the area of social programmes, saving S35 
billion in fiscal 1982, beginning this Octo¬ 
ber. The economy thus effected may ag¬ 
gregate to 8130 billion over the next three 
years. But even this may not be alK for 

I Dffice of Budget and Management is 
idy studying possibilities of further 
jet slashing in the coming years in 
r to stay with its projections of bud- 
7 equilibrium in fiscal 1984. The 
cutting programme is even more im- 
iivc. Income-tax liabilities arc to be 
ced through cuts in tax rates which 
result in tax savings for individuals 
businesses of up to $750 billion over 
lext five fiscal years. Over a nearer 
5-year time-span of fiscal 1982-84, 
;ax relief to individuals will amount 
223 billion and to businesses S65 bil- 
The President has wrought mightily 
is chosen cause. 

Foreign Policy Restraint 

5 could have done even more had his 
ign policy perceptions been different. 
: is, lie is committing the Federal bud- 
:o a defence build-up of a staggering 
I of $1,500 billion over the next five 
5. This necessarily restricts the sweep 
is effort to cut Government to size. 
DFtheless the thrust of the Reagan 
:>lution, as it is being called here by 
and friends alike, remains strong and 
ificant. The role of the Federal Govern- 
t in the nation and, particularly, in 
economy is to be diminished. State 
emments and local administrations 
:o be asked and enabled to do more 
heir communities. More importantly, 
y of the functions of Government are 
e abolished altogether, notably in the 
>n of Federal Government regulations 


on trade and industry. Reagan thus seeks 
a reversal of the historic trends in the 
philosophy or practice of Government to¬ 
wards a continuous growth of the ad¬ 
ministrative apparatus and an accompany¬ 
ing increase in the State's take of com¬ 
munity wealth. 

The President’s thoughts on the subject 
are not original, to be sure. But what is 
innovative about them is that he takes 
them sufficiently seriously to commit his 
presidency wholly to their pursuit. 
Government is the problem that is at the 
back of the problem of inflation, he argues 


Small Talk from 
Washington 


as it is what the Government docs which, 
according to him, forces the community 
to live beyond its means. Rising taxa¬ 
tion or mounting expenditure on the 
bureaucracy is only a part of the high cost 
of Government. A much greater part of 
the economic burden of Government on 
the community results from the'loss to 
the economy in saving and investment 
which a rising proportion of Government 
expenditure to the Gross National Product 
entails and from the wasteful diversion 
of resources engineered by the prolifer- 
tionofthe regulatory activities of the 
administration beyond the real or reasona¬ 
ble needs of citizens. In folksy terms, he 
asks the American people what would be 
an effective way of discouraging extrava¬ 
gance or other excesses in a prodigal 
child and answers that it could only be 
the parent cutting down the spending 
money. 

The President's basic approach to tax- 
reduction, thus, is to emphasise it as an 
effective and indispensable tool for making 
Government the servant of the people in¬ 
stead of their master. In this sense the 
incentives argument seems to play a 


subordinate part in his calculutions. Re¬ 
agan expects tax cuts to stimulate saving 
and investment not so much by their 
direct impact on the budgets of individual 
taxpayers as by withholding spending 
money from the Government and thereby 
cutting its regulatory and restrictive role 
in the economy. 

Defence Build-up 

The tax reliefs in the current 
legislation will have to pay their way and 
tax revenues keep pace with Government 
expenditure, which will continue to in¬ 
crease if only because of the Defence 
build-up, although it may rise slower, 
thanks to the spending cuts, present or 
prospective. The Reagan economic re¬ 
covery programme, after all, gambles on 
an early easing of the basic inflation rate, 
the avoidance of large increases in money 
supply, a retreat from high and volatile 
interest rates, a rapid growth of business 
investment in industrial productivity and 
a wide movement towards new employ¬ 
ment opportunities. His tax-cut pro¬ 
gramme will surely have to vindicate 
itself by helping to bring about these re¬ 
sults, while refraining from posing in¬ 
flationary risks. 

If thoroughness could turn the trick, the 
Reagan tax policy cannot fail. For the 
first time in the history of tax legislation, 
the DS Congress has committed itself to 
a specific schedule of tax reductions deter¬ 
mined in advance for a period of three 
years. The individual tax rates will go 
down by five per cent on October 1, 10 
per cent on July 1, 1982 and 10 per cent 
on July I, 1983. To cap it all, tax policy 
has been committed to indexation for in¬ 
flation in the years starting from fiscal 
1985. This is an initiative from Congress 
which the President has gladly grasped, 
he himself was planning to propose it 
when presenting his next instalment of 
tax reform. The tax cuts are to be across- 
the-board, i.e., they are to be applied to 
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all brackets of income at the same per* 
centage rate of reduction, thus diluting 
one of the established conventions of fiscal 
wisdom, viz, progressive taxation. The 
President believes that tax policy should 
help generate wealth by promoting sav¬ 
ings, not seek to redistribute wealth, since 
the best guarantee the poor and the under¬ 
privileged could have of employment or 
economic security is a steadily and suffi¬ 
ciently rising level of investment in busi¬ 
ness capital and productivity. 

The tax legislation leans heavily in 
favour of leaving corporate profits free to 
fructify in new investment. The new 
scheme of depreciation allowance^ will 
reduce business taxes by SIO billion in 
;j^..cal 1982 and will step up benefits as the 
^ pool of covered investment in buildings 
and equipment grows. Some enthusiastic 
commentatois sec in this new deal for 
business earnings the eventual disappear- 
anc^e of corporate taxation. I state, gift 
and capital gains taxes have been eased 
and interest and dividend earnings have 
not only been freed fiom adverse discri¬ 
mination, but have been extended favours. 

Helping Capitalist System 

All in all, the Reagan tax package aims 
at helping the capitalist system to work 
better by icspccling the logic and support¬ 
ing the dynamics of its historic institu¬ 
tions. The President believes that this is 
the only way a free market economy may 
escape from the trammels of stagflation 
created by the excessive growth of the 
regulatory appratus of Government. This 
faith helps him in being open and vocal in 
rejecting criticisms of his spending cuts 
or tax cuts by those who obiect to 
them on ethical grounds. 11c has declared 
that he “refuses to yield the high moial 
ground" to his political opponents who 
claim to be the exclusive champions of 
the poor. The middle class and the under* 
privileged, he points out, are the worst 
victims of inflation or economic stagna¬ 
tion and by addressing itself to these pio- 
blems, his recovery programme, he 
claims, is truly and effectively befriending 
the interests of those sections of the com¬ 
munity. The pursuit of equality, pro¬ 
nounces Milton Friedman, who is among 
Reagan's mentors, only aggravate in¬ 
equality, while accentuating national 


poverty and, in a TV series on ^Treedom 
to Chose'’, the professor illustrates this 
dictum with visuals of Britain's—and 
India's economic misfortunes. Judgments 
suchasthe.se aic bound to be contro¬ 
versial and If may be assumed that 
debate on President Reagan's perceptions 
of economic realities or ethical issues 
will not cease with his signing of the 


Economic Recovery Act, 1981. But few 
will deny the sociological value or possi¬ 
bilities of this serious, if high-risk, politi¬ 
cal exercise in revitalising the free market 
economy when the only major ideo¬ 
logical alternative to it has so significantly 
failed to deliver the goods to the countries 
or Goveinments which have put their 
faith in it. 


The World’s Biggest Companies 


Fortune magazine's ranking of the 50 
largest industrial companies in the world 
on the basis of ihcir sales shows that, in 
1980 as coinpaied with 1979, the Auto¬ 
mobile giants had taken a beating, pre¬ 
dictably, from (he Oil goliaths There is 
now only one them. General Motors, 
m the fust five, ,is against two, GLMicral 
Molois and I oid, in the ycai before. 
Chiysler, which was 40(h, h,is dioppcd 
out altogcthci Volkswagen has slipped 
from the Phli the 24rh place, Daimlcr- 
Bcn/ from the Mih to the 27th, Peugeot 
from the I7ili to the 28ih and even 
Toyota from iIk JOlh to the 36th. I lal, 
however, has ininaged to improve fiom 
the J5th rank lo the 13th, Renault from 
the 22nd to tin I9ih and Nissan fiom the 
38th to the 37ili 

In the Oil 'Mmp, Royal Dutch'Shell 
is up from (Iil Ird place to the 2nd 
and Mobil lonii the 4th lo the 3rd, 
both at the c'pease of General Motors 
which IS do\\[i Trom the 2nd to the 
4th. Texaco h.as moved up from the 7th 
to the 5th piKv, Standard Oil of (ali- 
fornia from die Mh lo the 7th, LNI from 
the 13th to '^th and Gulf Oil fiom the 
9th to the Khh British Petroleum stays 
putatthcfiih I xxon, the durable first, 
remains at the 6>p, since it cannot go anv 
higher than th.i* Barring Ford at the 
8th place as rn ^mst the 5th in 1979 and 
the other ‘'oul>n^l.^r” in General Motors, 
the highest fligl' of corporate Ixvialhans 
is entirely of Oil companies, which take 
eight of the positions among the first ten. 
Out of the lisl 50 “heavies", oil com¬ 
panies number 2\ of which Marc Ameri¬ 
can. Mexico's Stale-owned PEMF.X enter¬ 
ed the list in 19'S0 at the 34tli place a 


new'-comcr, while the Stale-owned oil ' 
facilities of Vene/ucia and Brazil moved 
up from the 29ih lo the 20th and the ' 
47th to the 33rd place respectively. Stan- 
dard Oil (Ohio), coming in for the first 
time, IS placed in the 50th position. ^ 

AinciKan represent a non on the list is'* 
23 out of (he total of 50, while US firms j 
among the top If) are seven and among . 
the top 20 founcen The US share is ' 
likely to rise through 1981 since currency 
adjustments icsiiltmg fiom a strong dollar 
are boosting the sales figures of oil com- 
panics. Meanwhile the merger, in the 
works of CONOCO, the oil company, 
now in the 25lh place, w'lth the chemicals 
film, Du Pont, presently lankcd 38tb, 
would yield a new corporate entity that 
may push itself into the fl^^t 10 in the 
1981 rankings, probably at the expense of 
1 Old Motois 

In Its latent suivey of the ,M)0 largest 
industrial corporations outside the United 
Slates, hfrtuni reports a diop of 12.5 
per cent in then* total pioTits, altho- < 
ugh sales had gone up by 19 per cent 
Both inflation and recession share the 
blame foi this erosion in net earnings and 
the worst sufTeiers were companies based 
in fiance or Britain, which accounted 
for almost two-thirds of the drop. Even 
the oil companies, including Royal Dutch- 
Shell, the perennial Jc.idvrr in this listing, 
suffered pressure t»n their profit margins 
to an extent which pushed the median 
profit range for the Oil group to 
minus 2.7 pei cent. « 

Japan, represented by as many as 121 
companies in the list of 500, scored with 
an increrse in profits of ovci 30 per cent 
for these firms as a group on a rise in 
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Miles of only 9.6 per cent. In striking 
^ contrast was the experience of the 88 Bri- 
tish companies and 22 Trench in the list. 
^ The net income for each of these two 
* groups was down to the extent of some 
- 50 per cent. Amoni^ the 66 companies 
in the list of 500, which reported losses, 
the biggest loser was British Steel. It 
managed to diop nearly S4 billion in 1^)80. 
Keeping it company was another large 
i nationalised undertaking, BL (formerly 
j British I cyland), which wds the poorer 
by $1.2 billion. Britain's National Coal 
t Board was able 1o square its accounts 
only with a largesse from the Government 


in the form of a ‘‘deficit grant” of $347 
million. 

Indian Oil, tanked 94 (up from 104 in 
IW) is the only Indian company in the 
first 100. We have to go down the list 
to the 206th place before we come acioss 
another Indian industrial, Steel Authority 
of India, also a Government undertaking. 
In a spectrum of world business (leaving 
out the American), stretching from 5826 
million to $77 billion in sales, or from 
$239 million to S6S billion in assets, Indi.i 
is unrepresented otherwise and its piivate 
sector has no picsencc at all. 


meeting in his capital. Yet, there had 
to be enough **frank" discussion among 
them if only to avoid making it look 
like a totally meaningless ritual. So he 
shrewdly devised a safe formula. Dissen¬ 
sions were to be aired at Chateau 
Mont'.bcllo, 40 miles from Ottawa, 
where the b g seven would talk only 
among themselves in complete seclusion 
without the risk of being bugged or 
eavesdropped by outsiders; while an air 
of reasonable harmony would be main¬ 
tained at the moie formal sessions where 
the big seven would be accompanied by 
their big aides. 

Third, a summit, Mr Tiudeau knew 
very well, should end with an aura of 
success, and therefore with som-: accord, 
however superficial. Sensitive to the 
pre-summit rumblings of discord, he 
decided to take no chance, lie held a 
sciies of pre-consultatiiTfjis with the 
various,parties and more particularly with 
President Reagan, wo.kcd out possible 
compromises, embodied them in a draft 
communique to be jointly issued after 
the summit, even amending words and 
phrases to at commodate dificrcnccs in 
views and nuances. The post-summit 
communique was skilfully pre-cooked. 
Harmony and success were underwritten 
in advance, even if only on paper. 

Avoiding Discord 

And finall>, Mr Tiudeau was well 
aware that his basic objective was impli¬ 
citly shared by the other suminitecrs as 
well. All had a slake in avoiding a high- 
dccibel discord and in maintaining at 
least a facade of mutual understanding. 
Besides, all needed, at a minimum, 
some facc-siving concessions that they 
could take back with them for home 
consumption. They might not return as 
conquering heroes, but they could not 
afford to look too empty-handed cither. 

Mr Trudeau’s artful approach worked 
superbly, so much so that it robbed the 
parley of any real meaning and eflPec- 
tively turned summitry into a gimmickry. 
Ihc communique was as ingenious as it 
was disengenuous. It bore no hint of an 
attempt to arrive at a consensus on any 
major issue; it was simply a congeries of 
views and attitudes, often conflicting, yet 
bravely juxtaposed in a judiciously 
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An Awkward Accord at Ottawa 

Sudhir Sen 


New York 


“Ail nir world's a stage." So it is 
with Ronald Reagan who has been daily 
acting the role of a President on the 
television SCI cen. I he economic summit 
at Ottawa offered him a wondciful stage 
— to project the image of a world kadcr, 
to soften potential adversaries with a 
shower of smiles and Lharni, to yield 
nothing of substance, yet avoid an 
outbreak of open discord. I'roin the 
start his goal was not to solve problems, 
but to finesse them; and to impress the 
public at home that he is mote than a 
match foi other chiefs of state, a leader 
of unsuspected stature on the woild 
scene. 

And, prima facie, ho has indeed 
achieved a largo measure of success, 
thanks largel> to Pierre Elliott Tnidcaii, 
Prime Minister of Canada, who hosted 
the summit and guided its discussions 
as Chairman, both at public and private 
sessions; and partly to Margaret 1 hatcher, 
prime Minister of Bntain, whose eco¬ 
nomic policies, with all th"ir disturbing 
features, stand closest to those of the 
Reagan administration. Earlier this year, 
while on an olfieial visit to Washington 
at a time of an mcieasingly acrimonious 
debate on monetarism and rocketing 
interest rates, she had made almost a 
lachrymose plea to “Mr President” 
to stay his course and not to yield to 
West Europe’s pressure. The world 


needed a strong dollar, she implored. 
At Ottawa, the lion Lady apparently 
stood fast by her embattled heio, and 
taking the lecciit British liots in her 
stride, extended to him unalloyed ideo¬ 
logical support 

Prime Minister Trudeau found himself 
cast in a different role which was non- 
idcological, intensely practical, and 
essentially diplomatic. For, circum¬ 
stances dictated to him to perform several 
balancing acts I ust, despite all the 
differences with the giant to the South, 
he tha< his country must maintain 

good-ncighbouily relations with ii. 
Several years ago, underscoring this 
dilemma, he had remarked that it was 
not easy “to sleep with an elephant”. 
Nevertheless, Canada has managed to 
woik out a toleiable modus vivcndi 
under his stewardship; and he had to 
act in the same spirit also on this 
occasion, (’ontioversial subjects between 
the two nations—frhery lights, acid lain, 
Canadianizalion of his nation’s cneigy 
resources -had already been put on the 
shelf for future discussion. He took 
good care to keep his differences with 
Reagan’s econoiriK policies reasonably 
low-keyed at the summit 

His sccord objective was equally 
dear. The last thing he could afford was 
an eruption of disunity among the seven 
industrial nations holding a summit 
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flexible guise In essence, it was a 
remarkable diplomatic cover-up that kept 
dissensions alive but Kept them beyond 
* the public view It was also a wantonly 
wasted opportunity The leaders of the 
industrial nations, representing hO pci 
cent of the non communist coiinliics 
Gross National Product, met and talked, 
but only lo throws away the invaluabk 
chance they had to come to gups with 
the most piessing pioblcms ol oui 
troubled times The summit, in that 
sense, reached a new height of callous 
iriesponsibility 

Two tier Parley 

The two tier parky pio\cd a gocbcnd 
for the Reaganites Armtd with the 
latest g*ldgct^ ul instant eommu meal ion 
and based at a vantage point in Ottawa 
they sclcetively flashtd out items ol news 
adding then own twists and glosses as 
deemed appropriate to give the biggtsi 
possible build up to then hero Sccretar\ 
ol State', Alexandci Haig, beamingly pio- 
ela lined that Presidint Reagan oui- 
malehcd olheis and came out with flying 
coiouis in his fiist encounter with them 
on world economic matters Columnist 
James Rcston gave a diffeicnt veision 
“Reagan smiled most, spoke least, ’ he 
repented Chancelloi Helmut Schmidt, 
'^'When asked b\ CbS inlcivicwer, Dan 
Rather, what he thought ol Mr Reagan’s 
pciformancc replied altoi a gnni pause 
and wilh a glum facw, “It was o k ” 

“The fight to bung down inflation and 
reduce unemployment must be our highest 
prioiity”, sa^d the communique, and 
these linked problems must be tackled 
at the same time” The statement is 
innocuous—and elusive it sounds right, 
but means little After all, each coiinti} 
IS already fighting both according tr 
Its own light The leal question is how 
good is this light and whether it can be 
impioved upon, but it was quietly 
bypassed Undci the omnibus plea that 
“the balanced use of a range ol policy 
instruments is lequired”, it mentioned a 
host of Items—expectations of growth 
^ and earnings, management and laboui 
relations, industiy pattern, investment, 
energy use and supply, budgetary policy, 
public borrowings, and the lole c^f the 
market. There was no suggestion of 
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what eould be the most promising policy 
mix, and thciefoie no attempt to adopt 
anything remoielv approaching a coordi¬ 
nated policy by the seven nations Even 
the need loi such a policy was not 
recognised Instead, each was left to go 
his own wa> 

Whik the piivale session was on, the 
Reaganites not much concerned about 
truth in news md freely manoeuviing 
between Dehtungand Wahrhcit, beamed 
out gloatinjv The P«csident had 

prevailed oilui Icadcis listened lo his 
programmes and had no alternatives to 
offlf'r This pici. of concoction infuriated 
several pailKipints loi, as one aide 
ol President Milkriand put it, “some 
times brutal i hanges had taken place 
behind ihe teiics on America s high 
interest p(*Iie\ 

Dialogue of the Deaf 

Tieasiii> St. Liary Donald T Regan, 
reveakd tl at it u is all a dialogue of the 
deaf Piesiden Reagan refused to budge 
on the mtcus rite issue othci leaders 
reeogni/cd his irength and determina¬ 
tion and tlui was dead silence’ 

C ount Otto ' imbsdorfl, the West 
German Ml 111 St i of Feonomics, lefuled 
the assertion of he US oflicials that the 
West Luiopean (u)vernmenls had offeied 
no altcrn itive I he eoneei n, he empha 
sised, was not ei the ^oal ot bunging 
down the infl 1 I >11 but over thc/;/<//W 
the Uniud SI t adopted lo b mg it 
about TIk I HI pcans and the Canadians 
expressed sen >i nisgivings on this point, 
he said fh 0 t^isive question in his 
view was I theic a justified mix 
between the ' n i<-d States monetaiy and 
fiscal polic} I ike' others, he believed 
the answer is no— the United Slates 
was ‘ ovirlo idiii ’ the burdens of fight¬ 
ing inflation « the monetary side and 
this was diiMi up interest rales in the 
USA and in 1 t ope higher th in should 
have been meL ly 

1 he Wc^l Cjc in Ministei stitssed two 
other po nts si tied by most of the 
summit partieipi also by a great many 
people in the I and abroad ; The 
United States w is conducting its mone 
tary pohey jn a too rigid and deetiinaiie 
way” And the kind of tax cut the 
Reagan administiation was advocating 


would generate more consumption than 
savings and investment, and would 
thcicforc fuel rather than cool inflation 
The fact IS that Mi Reagan did not 
win an> laurels at Otiawa but levealed 
himself as a dedicated ideologue with a 
closed mind hidden behind the presi¬ 
dential charm This came as a surprise^ 
if not a shock, to Mitterrand, Schmidt 
.md others vNho realised that the best 
course was to avoid a li unless confron¬ 
tation and lo bide then time until Mr 
Reagan eould learn the haid way—fiom 
the bitter school of experience Mr 
Mitterrand made no secret that he was 
‘ disappointed adding that it would be 
‘ iniokrable ’ if high interest latcs and ; 
dopiessed eurrencits continued beyond i 
the end of the yeai The Picsjdcnt of 
the I uropcan I coiiomic Commission, 
Gislon rhorn, v^as moie emphatic: 

* Hull) up We can t wait too long.’* 
All that Ml Redgan ha achieved so far 
n lo buy a piccanoiis six months for his 
mindless monetinsin aiid dubious eco¬ 
nomy policies 

Janus-headed Commuaique 

It is hardly wojthwhilc to dilate on 
the other features of llie janus-hcaded 
communique which is loaded with 
studied equivoeition Speech said Vol- 
taiie was given to man to conceal his 
thought, file summit di>eument which 
equates diploniaev with duplicity, is 
intended lo seive a similai puipose— 
execpMhal ihouuhts in this ease arc too 
tianspaient to be effectivelv eoneeaLd 
Theie is mention ol the commitment” 
to maintain substantial and in many 
cases glowing levels ( f ollieial develop¬ 
ment assistance’ But a definite pledge 
tow lids that end is edielully avoided all 
that I promised is ihal the leade'iswill 
seek to ineie ise public unde istanding 
of jls impoitanie The question of aid 
carries two olhei caveats, both distinct 
bows to Rl iLMiii m Siretiglhcning 
Western economics increased access to 
then niaikets fiee c.ipitai flows would 
eontiibute ' truer amounts of needed 
resources and would Iheiebv complement 
official aid Ihc flow of pnv ate capital 
hinges on the assuianccs piovidcd by the 
developing eoiintiies for the protection 
and security of the .nvestments 
Mr Trudeau had lobbied gallantly to 
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win the support of Mr Reagan for the 
1. Korth'-Souih dialogue and the summit 
scheduled to be held at Cancun, Mexico, 

; in September. And he did manage to 
I extract significant concessions from him, 
presumably as tradc-olf for a soft attitude 
to be adopted at Ottawa towards Reagan’s 
own economic policies. The developing 
countries, declares the communique, 
should “grow and flourish and play a 
V full part in the international economic 
system”. Jt speaks of “constructive and 
substantive discussions” with the deve¬ 
loping countries, and of the willingness 
to participate in preparations “for a 
mutually acceptable process” of global 
negotiations in circumstances offering 
“the prospect of meaningful progress”. 

Major Achievement 

Mr Trudeau is w'cll pleased with this 
part of the communique which he appa¬ 
rently regards as a major achievement. 
However, its real worth, despite the 
warmth of the language, remains to be 
tested. It contains enough escape clauses 
to provide a comfortable exit. 1 here is 
no indication that the icy attitude of 
Mr Reagan and his entourage t4)wards 
global negotiations has changed in the 
least. Jt would therefore be premature, 
to say the least, to coutit on a positive 
outcome at the Cancun siimm t. The 
chances arc that Mr Reagan will take 
care of it the same way in which he 
tackled the interest rate question at 
Ottawa—that is, defuse it with charm, 
rigidity, and media manipulation. 

Other issues touched in the communi¬ 
que relate to food production, popula¬ 
tion growth, energy, trade and threat of 
protectionism, future of nuclear power, 
and Kast-We-st economic relations. On 
trade, stress has been laid on ensuring 
;; “maximum openness” of the trading 
' system “in a spirit of reciprocity”. The 
last phrase is an oblique admonition 
meant for Japan. However, Prime 
r? Minister Zenko Suzuki, returned to Tokyo 
with a broad smile since there had been 
no “ganging up” on Japan, nor was he 
asked to make any specific commitments 
, about the export of Japanese goods. On 
East-West relations, the need to balance 
“political and security interests” was rc- 
^ cognised along with the “risks” involved. 

M fiOONCAttSV 


Yet Another Bad Soviet Harvest ? 

World grain prices may start rising again on news that the Soviet 
Union will have to buy much more wheat and corn than earlier expected. 
According to experts, the Soviet grain crop is going to suffer an additional 
shortfall of 30 million tons this year due to bad weather conditions in early 
June. Argentine grain traders say Moscow has already revised downward 
its crop estimate from 230 million to 200 million tons and is searching the 
iniernatianal markets in an effort to make up the difference. The sources 
in Buenos Aires expect that Argentina and Brazil will supply most of the 
additional grain despite an embargo imposed after the Soviet invasion of 
Afghanistan. Recently Brazilian Planning Minister Antonio Delfim Netto was 
in Moscow for wide-ranging talks on economic cooperation, and the two 
countries signed a five-year deal under which the Brazilians will supply $350 
million worth of soybeans, corn and other crops annually starting in 19S2. 

I Before news of the Soviet shortfall surfaced, the US Department of 

Agriculture (USDA) also indicated a tighter outlook in the grain market 
for the rest of this year. Its latest report noted that India will have to 
import an extra four million tons of wheat to replenish its reserves, and tradi¬ 
tional exporters such as the EEC, Canada, Australia and the United States 
arc showing less export availability than expected. As a result, the USDA 
revised downward its global grain output forecast from the June estimate. 

(Newsweek, July 27, 1981) 


Further consultations were therefore 
deemed appropriate. Chancellor Schmidt 
was well pleased that the projecled pipe¬ 
line to import gas from Soviet Ru.ssia did 
not receive more adverse comment. 

Perhaps the kindest thing one could say 
about the Ottawa summit is that its out¬ 
come could have been worse. Dissensions 
had loomed large among the industrial 
leaders threatening to split their ranks. 
The split was, however, averted Also, 
when differences run deep, the need to 
talk is more, not le.ss. It is therefore a 
definite plus that the seventh summit of 
the seven nations (Canada did not attend 
the first) is, after all, not going to be the 
last, as was feared at one point after 
France had hinted that Ottawa might be 
the la.st one for it. A sectmd round of 
summit will start next year, and, thanks 
to Prcsiccnt Mitterrand’s personal invita¬ 
tion, the venue will be France where the 
whole exercise began in 1974 and was 
hosted by his predecessor Giscard d’Estaing 
at Rambouillet. 
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Another unquestionable plus entery on 
the summit ledger is the opportunity it 
provided to the leaders to get together 
and to get to know each other at first 
hand. This was all the more important 
since all but three came to .summit for 
the first lime, while Chancellor Schmidt 
was the only one to have attended all 
seven. 

Most significant of all was the eyeball- 
confrontation between Mr Reagan and 
the other leaders, and only good can 
come out of it. All now have a better 
measure of the Amcricen leader they will 
have to deal with. Mr Reagan, in turn, 
was left in no more doubt about the 
depth of the misgivings harboured by the 
West European leaders about the economic 
policies he has embarked upon. This 
may yet impel him to serious seconds 
thoughts -unless he is willing to run the 
risk of wrecking the alliance with deter¬ 
mined pursuit of an irrational course. 





Point of View 


Marketing 


by Small-scale Sector 

Subhash J. Rele 


One of the important reasons why the small scale units fall sick Is 
that they often do not take into account the market potential and 
marketing environment The author suggests that from the 
conceptual stage itself a small-scale unit should adopt modern 
marketing and innovation techniques There is no dearth of agencies 
meant to assist small units to modernise Small scale industries 
therefore need not hesitate to grapple with the problems of 
adjustment 


iiiF recent past, theic has been an 
attempt to plav demn the difficulties and 
play up the proi’icss and achicvemenls of 
the small-scale sccioi The (act that 
small scale units possess the necessary 
capability and capacity to produce eoods 
of acceptable quality is now widely ack 
nowicdgcd But ]ust production is not 
enough Maiketing and innovation have 
come to be recognised as ciucial to the 
\Kibilit> ol a pioiect In icccnt times* 
many small-scale units have come lo 
grid bec*iiisc of I ick ot organised market¬ 
ing eflort The solution lies in ‘cicntilic, 
well-organised and planned maiketing 
the caiJy stages of industrial develop¬ 
ment, the small-scale units did not lind it 
difficult lo sell their pioducts The rcces- 
sionaty tendciKies in the Jiulian economy 
in the decade beginning fiom 1966 made 
the task difficult J he mflalionaiy pies- 
ruies that had overtaken the economy in 
the past five to six years and the conse¬ 
quent erosion of purchasing powei have 
aggravated the problem 

Technocrat-Entrepreneur 

An cntiepjencur vcnluiing lo start a 
small unit cannot a fiord to establish a 
well-knit maiketing organisation toi the 
sale of his products The small scale 
entrepreneur is norm illy a tcchnociat who 
has to look after all the aspects of his 
business—such as pioduclion, marketing* 
finance, purchasing* labour, etc He finds 
^it difficult to give adequate attention to 
marketing which actually is of paramount 
importance He takes his decisions alone 
or may be with the help of a partner In 


a laigc compan i dozen people would 
discuss the and cons of all the pro¬ 
blems invohtd Ml diflcrent ureas such us 
piodiictiori nifUting and piicing Jfe 
cannot afloiil I lii\c seiviccs of specia 
lists will) pic I I maiketing plans foi 
penetration ml domestic and foieign 
markets IJiiii in rural areas find it 
difficult to ’M the market for their pro¬ 
ducts mostI\ ley have to depend on 
Government pii Jiase progianirnes 

The Prerequisites 

A carctul ni ikct study and correct 
lorecasling ol J mand are prcicquisites 
tor the succe s o* i unit whether in the 
small or laigL-M de sector The report of 
the Stud\ Fi n of the State Bank ol 
India, which c\ 1 1 ined the difhculties and 
problems ol »li small-scale sector in 
1^7^* found OLii il it over 40 pci cent ol 
the sample of niili-scalc units examined 
b> the team ' <- started without any 
feasibility stidy ind detailed piojcct 
icports Sucli ports as were prcpaied 
and submitte i h' die sponsors to banks 
or financing n ritutions weic offered 
more as a dcviu i > obtain finances rathei 
than as a guide f futuic operations It 
IS obvious tint ’ mortality rale among 
such units was I gh Competition with 
large and medinni scale industries is a 
majoi deterrent small cntrcpreneui s m 
the markets TI i is over simplifying the 
problem Small s dc units have lo face a 
triangular fight in ihc internal maikcij— 
from large units middlemen oi traders 
and mtra-industi s Especially in lespect 
of consumer products, the firms and 


companies which can afford to earmark 
sizable budgets foi advertisement and 
publicity make it dilhcult for a small 
entrepreneur to intioduce his product, 
liowsocscf good in quality, the expendi¬ 
ture on publiciiv is not financed by finan¬ 
cial institutions, which IS a further con- 
stiaint for a small unit lo enter into 
consumer marketing field 

Complex Procedures 

Govcinmcnt proccduiis in respect of 
tenders inviud bs \aiious Go\einment 
and s.mi <rovciJimc.nt departments and 
public undei takings art complex and 
cumbcrsonn. fhe smdl entrepreneur 
with his limned capital base and man* 
pos^ei resources cannot atloid to spend 
the required time in lollowing up the 
tcndeis with these organisations 

In the last few months we have had 
many economic pionouneenients on the 
small-scale sector We aic told that the 
GovernmLiit is giving the small-sv ale sector 
a big thrust by providing maiketing assis¬ 
tance This was d me fiist through 
direct purehise policy b\ government 
agencic's, and second, by granting 
Items piodiKcd in tins sector a price pre- 
fere'iice of p^i cent over purchases 
from the other sectors I here aie gaping 
loopholes in this policy The purchase 
agency can turn down an offer from the 
small-scale industiy on grounds of quality. 
Again pi ICC preference is applicable under 
like conditions The qiicslion is what 
happens when ili compelitoi in the large- 
scale scctoi oilers c.itaiii advantages ? 
Pionoiinecmenl o( policy is one thing, 
hiiplenientation is anothe^r Another im¬ 
portant step* one learns ol providing 
maiketing ssistance to the small-scale 
sector was to tie certain industries as 
ancillaiies with laigc public s,.ctor units. 
f)i Ram K Vepa* Development Com* 
missionci for Small Industries in the 
Ministry of Industry, has observed that 
to help small ur its further in their market- 
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log programmes, it had been decided to 
tot up field testing centres near each 
duster of specific units to provide testing 
facilities for their products. This was 
aimed to help these umts m improving 
the quality of their products, which would 
help them to find maiket acceptance in 
competition against goods produced by 
large units. Brave objectives these, one 
must admit, but evidently they need time 
to pack action into them. 

Incongiuous Reports 

Some of the recent optimistic leports 
on the pciformance of the small-scale 
sector seem incongruous in the face of 
the marketing problem that perpetually 
haunts this sector. Many proposals have 
been made in the past to impiove and 
assist the maikcting of the small-scale 
Units. Many advocate the need for a 
separate marketing organisation foi assist¬ 
ing small units. There aic some State 
corporations which have taken up the 
activity of extending maikcting assistance 
to the products of small industries. The 
success achieved by these corporations 
can be tcimed “paitiar'. Some argue 
that It would be helpful to encourage 
small-scale industries to create their own 
consortia, combines or cartels for the 
purpose of marketing. This can be done 
preferably with identity of interests or 
lines of manufactuie. Unfortunately, this 
approach has not so far been accepted 
because of the lack of mutual understand¬ 
ing among the small-scale manufacturers 
The tendency is manifested in trying to 
maintain secrecy of operations, discourag¬ 
ing contacts where they may icsiilt in 
leakage of mformati n to a potential 
rival. 

Addressing a seminar on the small- 
scale sector industry recently, Mr L K 
Jha has suggested that a family of pro¬ 
ducers in this sector could join hands to 
produce a vaiicty of item under a popu¬ 
lar brand name and undertake nation¬ 
wide marketing with reduced overheads. 
Ho added that the State Governments 
could assist by setting up corporations 
devoted exclusively to marketing of these 
products. The leccnt 14th report of the 
Estimates Committee on the small-scale 
sector rejects the suggestion for the ere- 


ation of a new body at the central level. 
The Committee advocates a consortium 
appioach by industries both for exports 
and internal marketing. There is a fetch¬ 
ing simplicity about this approach. The 
pioblem of marketing requires much 
more fundamental treatment than such ad 
hoc measures. Some experts stress the 
need to form marketing cooperatives in 
the small-scale sector. It is, however, 
expected that the formation of trade-wise 
associations would bring a number of 
industries under one roof. One wonders 
if this will help in ironing out the 
differences. 

There is an urgent need for extending 
the marketing umbrella to the small-scale 
sectoi. There cannot be commercial pro¬ 
duction if there is no mirket. No matter 
how excellent is the product, it will not 
sell unless there is demand for it. Small- 
scale cntrep.encurs very often do not 
take into account the market potential 
and the marketing environment with the 
result lliat they fall sick. The basic pro¬ 
blems of the small industries, which in¬ 
clude marketing, arc highly inter-related 
and can be solved only within the frame¬ 
work of a compiehensive strategy. What¬ 


ever promotional measures Oovemment 
takes, the small-scale sector continues to 
be at a disadvantage in the area of 
market ng. With modest resources in 
money, materials and men—it lacks the 
m-built strength of big organisations to 
suivive the impact of the fast changing 
economic environment. It can obviate 
the d mger, if from its conceptual stage it 
gives priority to adoption of modern 
maikcting and innovation techniques. 
Along with this modernisation of tech¬ 
niques of production is a must. Moderni¬ 
sation is a continuous process. It is high 
time small-scale entiepien.urs accepted 
the need for modernisation and grappled 
with the painful problems of adjustment. 
The Industrial Policy Resolution of 19^6 
directs that the State will concentrate on 
measures designed to improve competi¬ 
tive strength of the small-scale producer. 
For this it is essential that the techniques 
of production should be constantly im¬ 
proved and modernised. Small-scale manu¬ 
facturers cannot, however, complain of a 
dearth of agencies. There are so many 
of them belonging to the central and 
slate governments which go all out to 
help small-scale units to modernise. 
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Point of View 

Economics of Mushroom Cultivation 


S. C. Rai and V. K. Bhatia 


Mushrooms are a rich source of proteins, vitamins and minerals and 
its farming is not subject to vagaries of nature as it is farmed indoors. 

In spite of all these advantages farmers are reluctant to go In for its 
production as it requires special care and expertise. Farmers' 
reluctance, according to the authors, who are associated with the Indian 
Agricultural Statistics Research Institute, is because of high investment 
costs and lack of marketing facilities. The study made by the authors 
reveals that large farms are more profitable than small ones and many 
farmers are unable to invest the required funds. 


Mushrooms ari a valuable source of 
food being rich in protein and high 
^^’^stibility coefficient around 87 per 
They are also an excellent source 
of vitamins and minerals. Unlike other 
field crops, mushrooms arc not subjected 
to the vagaries of natuie as they can be 
grown indoois whcic the environmental 
factors can be controlled to a fairly 
high degree by slight manipulation. 

The production of mushrooms has 
attained special economic significance in 
countries with a high potential for 
agricultural production. India is at an 
infant stage to commercialise theii pro¬ 
duction, but it can promote it and enter 
the export trade because labour in India 
is cheap as compared to developed 
1 jQountries and it is possible to grow 
mushrooms at lower cost. 

Agro-climatic conditionvS of Himachal 
Pradesh arc ideal foi mushroom cultiva¬ 
tion. Mashrooms arc grown in the hills of 
Himachal Pradesh at an altitude of 2,000 
metres. Places like Chail, Simla, Manali 
and Kheradhar arc suitable for cultiva¬ 
tion throughout the year except for 
resorting to artificial heating during the 
peak winter months. This article seeks 


with equal probability. lach selected 
grower was contacted and details regard¬ 
ing various operations of mushroom 
farms were obtained from them. 

Thirty cultisators were contacted for 
collection of details of their mushroom 
cultivation. It was observed that 14 
cultivators hail not started mushroom 
cultivation thonoh they had received 
tiaining in this line of cultivation Most 
of them evpressed their difficulties for 
undertakmg mushroom cultivation due 
to lack of tiniclv financial assistance. 
However, thc\ wiie piepared to undertake 
It if initial expenditure was provided as 
subsidy or loan 

All the mushioom faims were classified 
into three groups, i.c. small faims with 
less than 200 sq metres of spawn per 
season, medium farm^ having between 
200 to 400 sq metres space spawned per 
season and larm (arms having more than 
400 sq. mctics ^pa^e spawned per season. 
The sample con ists of 10 small, three 
medium and th ct large farms. 

Details of l.nd capital expenditures 

Taui r 


worked out for small, medium and large 
farms is given in Table I. 

It may be observed from this table 
that the major share of the total invest* 
ment goes to buildings. In the case of 
small and medium farms, the expendi¬ 
ture on buildings was about 79 per cent 
of the total, whereas for large farms 
It has about 70 per cent. The expendi¬ 
ture on trays was about 13 5, 10.5 and 
17.4 per cent for small, medium and 
laige farms The expenses on other 
items were negligible for small and 
medium farms In the case of large 
farms, expenditure on heating devices 
where boilers of vaiying capaci y are 
used was about 6.5 per cent of the total 
expenditure. Total investment on small, 
medium and huge farms was around 
Rs 23,700, Rs 95,150 and Rs 618.000 
respectively. 

The operational and maintenance ex¬ 
penses in respect of small, medium and 
large farms is given m Table II. 

It may be observed from Tabic 1£ 
that about 30 per cent expenditure was 
made on labour in the case of small 
farms, 27 per cent in the case of medium 
size farms and about 42 per cent on large 
farms I he expenditure on compost is 
observed to be the highest in small farms 
and medium farms—about 33 per cent 
and 35 pci cent respectively However, 
this expenditure in the case of large farms 
is only of the order of 17 per cent. For 


I 

Fixed Capital Investments Per Farm 


to explore the possibility whether 

Items 

Small haims 

Medium Farms 

Large Farms 

mushroom cultivation can provide an 


—- 

— 



— 


answer to the economic problems of 


Total (Rs) 

o/ 

/ 0 

Total (Rs) 


Total (Rs) 

% 

small farmers. It, therefore, relates to 

-- 

—, — 


--- —. 


- ___ 


estimation of costs and returns of 

I. Civil woiks (Buildings) 

18,7(X) 

78 9 

75,000 

78.7 

43.3,000 

70.8 

mushroom farming in Himachal Pradesh. 

2, Tiays 

3200 

135 

lO.OOJ 

10 5 

108,0T0 

17.4 

The importance of v?rious factors res¬ 

3. Pumps 

350 

1.5 

15,000 

1.6 

4,000 

0.7 

ponsible for slow progress of mushroom 

4. Heading devK. 

450 

1.9 

650 

0.7 

40,000 

6.5 

cultivation has also been studied. 

6. Miscellaneous 

1000 

4.2 

8000 

8.5 

33,000 

5.3 

From the list of 52 registered mushroom 

— 



— 




growers in the districts of Solan and 

Total 

23.700 

100 

95,150 

100 

618,000 

100 

Simla, 30 were selected at random 

— 
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Table Ifr 

Per Farm Co$t and Returns (One Crop Season) 


imall farms expenses on fertilizers and 
stcriisation constitute three per cent each 
, whereas for spawn it is about 13 per cent. 
' For medium size farms, the expenses 
arc four and three per cent respectively. 
; The expenditure on spawn is about 
seven per cent, l or large farms, the 
; expenses on fertilizers and spawn are 12 
and 14 per cent, respectively. There is 
no expenditure on sterilisation in the case 
of large farms. liicctricity and water 
charges constitute five per cent of the 
total expenses for small, medium and 
large farms. The expenses on pesticides 
for small, medium and large farms are 
4, 13 and 5 per cent, respectively. 
On the whole, Wi)rking capital require¬ 
ments of small, medium and lar[c farms 
were around Rs .T030, Rs 11,300 and 
Rs 59,000 respectively. 

The rate of expenditure per kg of 
output is observed to be Rs 5.77 for small 
farms, Rs 4.71 per mcd'um farms and 
Rs 2.95 for large farms. The contribu¬ 
tion of compost and labour constitutes 
major share towards the expenditure per 
unit of output in small and medium 
farms. 

The picture (»f net income obtained 
from different categories of mushroom 
farms can be seen from Table III. 

Table HI reveals that the total cost per 
farm for small, medium and large farms 


Particulars 


1. Depreciation on fixed investment 
@ 10",^, per year (Rs) 

2. Interest on fi\cd cap'tal @ I2"„ 
per year (Rs) 

3. Operational and maintenance cost (Rs) 

4. Total cost (Rs) 

5. Total yield (Kg.) 

6. Total revenue (fj) 15 Rs/Kg. 

7. Net ReUirns(Rs) 


is Rs 4,768, Rs 18,378 and Rs 104,320, 
respectively, for one crop season. I'he 
yield of mushrooms per farm is observed 
to be 525 kg in the case of small farms, 
2,400 Kg. in medium farms and 20,(K)() 
kg in largo farms per season. The net 
ictiirn per crop for small farms was 
Rs 3,107, while for medium and large 
farms it was Rs 17,622 and Rs 195,680, 
respectively, which is sufficient to attract 
potential growers. 

l or studying the financial structure of 
mushroom cultivation, capital tuiiiovcr 


Small 

Farms 

Medium 

Farms 

Large 

Farms 

790 

3172 

20,600 

948 

3906 

24,720 

3030 

11,300 

59,000 

4768 

18,378 

104,320 

525 

2400 

20,000 

7875 

36,000 

300,000 

3107 

17,622 

19.S680 


ratio, gross ratio, opeialing ratio and 
rate of return on capital have been 
worked out for different categories of 
farms and arc presented in Table JV. 

The capital turnover ratio for small, 
medium and large farms is 0.33, 0.37 and 
0 48, respectively. This indicates that for 
each rupee of li.ved capital spent in 
nui.shroom on small, medium and large 
scale farm, the gross return is Rs 0.33, 
Rs 0.37 and Rs 0.4S, respietivciy. The 
gross ratio (i.c. ratio of operational and 
maintenance costs plu* depreciation and 


Taiili. II 



Operational and 

Maintenance 

C‘osts (In Rs) Per Farm (One Crop Season) 





Item 

Small 1 arms 


Medium Farms 


Large Farms 




Total 

Per Kg. 

/« 

Total 

Per Kg 


Total 

Per Kg. 

o.- 

/o 



cost 

of output 


."»OSt 

of output 


cost 

output 


L 

Labour (fnt hiding ramily Labour) 

900 

1.71 

29.7 

3000 

1.25 

26.6 

25,000 

1.25 

42.4 

2. 

Compost 

1000 

1.90 

33.0 

4000 

1.67 

35.4 

I0,0( 0 

0.50 

17.0 

3. 

Fertilizers 

100 

0.19 

3.0 

5(K) 

0-21 

4.4 

7000 

0.35 

12.0 

4. 

Spawn 

400 

0.76 

13.3 

750 

0.31 

6.6 

8500 

0.42 

14.4 

5. 

Sterilisation 

100 

0.19 

3.2 

300 

0.12 

2.7 

- 

-- 

— 

6. 

Electricity & Water Charges 

150 

0.28 

5.0 

5.'i0 

0.23 

4.9 

3000 

0.15 

5.0 

7. 

Pesticides 

130 

0.25 

4.3 

J5(K) 

0.63 

13.2 

3000 

0.15 

5.0 

8 . 

Miscellanccous, Post-Harvast etc. 

250 

0.49 

8.2 

700 

0.29 

6.2 

2500 

0.13 

4.2 


Total 

3030 

5.77 

100 

11,300 

4.71 

100 

59,000 

2.95 

100 ' 
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interest on fixed capital to gross return) 
indicates that large farms are more 
efficiently operated as compared to 
medium and small farms. The ratio 
for these farms is 0.31, 0.51 and 0.6K 
respectively. 

The operating ratios confirm the same 
view, i.e. large farms are economically 
more efficient as conipaicd to medium 
and small fanns. 

The rate of ictiini on capital was 0 13 
for small farms, 0.18 for medium farms 
and 0 31 for large farms This indicates 
the producing ability and operational 
efficiency of farms is more paying to the 
fixed capital when taken up on large 
^Cdlc. 

In order to woik out the minimum 
level of output which would pay back the 
total seasonal costs so that the farm may 
be economically viable, a break-even 
analysis was carried out. 

Minimum Production 

It may be observed from Table V that 
if mushroom faiming is to be earned out 
on a small scale, the farm must produce 
at least 189 kg output in one season. 
Similarly, the medium and large farms 
should push up their production to 688 
kg and 3,781 kg per season, respec¬ 
tively. If the output level is less than the 
iibovefiguies, farms will not be able to 
cover even the total costs and hence they 
will be converted into ‘sick’ farms. 

The following broad conclusions can 
be drawn in respect of mushroom cultiva¬ 
tion : 

1. Civil works consume the majoi 
share of total fixed capital (about 79 
per cent for small and medium farms 
and 70 per cent for large farms) followed 
by trays. 

2. In case of operational and main¬ 
tenance expcndituie, about 60 per cent 
investment goes to labour and compost. 
The expenditure on spawn is about 14 
per cent for small and large farms and 
7 per cent for medium faims. 

3. The average operational cost per 
leg of output is very high for small 

1 farms (about Rs 5.8) as compared to 
large farms (Rs 2.9) per kg. 

The net income from large farms is 
very high in enmparison to small and 


Table IV 
Financial Ratios 



Particulars Small Farms 

Medium Farms 

Large Farms 

1. 

Capital-Turnover Ratio 

0.30 

0.37 

0.48 

2 

Gloss Ratio 

0.61 

0.51 

0.31 

3 

Operating Ratio 

0.38 

0.32 

0.20 

4 

Rate of Return on Capital 

0.17 

0.18 

0.31 


Tabif V 




Break-oen Analysi 

s 



Particulais 

Small farms 

Medium farms 

Large farms 

1 

Fixed Invc^lmcnt Per Crop-Season 
(Depreciation and Interest (Rs) 

1738 

7078 

45,320 

2 

Total Variable Costs (Operational 
and Maintenance (Rs) 

3030 

11,300 

59,000 

3 

Cost per Kv Output (Rs) 

5 77 

4 71 

295 

4 

Break-Fven Volume (Kg.) 

189 

688 

3781 


medium farms Comparing the total sold and used as soon as harvested, 
expenditure (ti\cd and vanable costs). When adequate marketing facilities are 
it is observed iliat large farms spend 22 not available, the produce gets spoilt and 
limes more Ilian ^mall farms but the net the entire loss goes to the mushroom 
gain is 66 timcv as compared to small groweis. Hence, farmers do not want to 
farms take the risk of producing mushrooms. 

The jmomc generation capacity The large farms arc having processing 
was found to Iv more in the case of plants and processed mushrooms can be 
large faims as compared to small and kept for months without being spoilt, 
medium farms The rate of return was 
also cncourauin^ on large farms (31 
per cent). 

Though musliioom farming is a profit¬ 
able veniun-, ytt many farmers do not 
take intercsi in this line because of the 
following reasons: 

1. Farmers hesitate to undertake 
mushroom farming because it requicds 
special care and expertise, 

2. Mushroom cultivation requires 
much investment and many faimersare 
not in a positmn to invest the required 
fund; and 

3. Since mushrooms are a highly 
perishable commodity. This must be 


Attention Subscribers 
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to notify the non-receipt of a 
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Fociu on Inivuiry 


Leather & Footwear Machinery 


Thuris has been a steady use in the use of 
footwear machinery since I960, when 
Indian footwear started being exported to 
Soviet Union against rupee trade. The 
quality of footwear and raw materials 
including leather further improved over 
the years and more leather and footwear 
machinery started being manufactured in 
India. 

There are live units engaged in the 
manufacture of leather and footwear 
machinery, total capacity being worth 


Rs223 lakhs per annum. One unit is manu¬ 
facturing leuther tanning and finishing 

machinery. 

The production during the 

last five yeai 

s has been as under : 

Leather Machinery Production: 1976-80 


(Rs lakhs) 

Year 

Production 

1976 

27.18 

1977 

38.64 

1978 

149.34 

1979 

33.(K) 

1980 

68 73 


The small-scale sector is also contri¬ 
buting to Ihc indigenous production of 
footwear machinery. 

The four important units engaged in 
the manufacture of leather and footwcai 
machinery are in the private sector Bata 
India is making machinery for its own 
factories. But Vulcan Laval, Metrowood 
and Engineering and Guest Keen 
Williams arc the main producers Only 
recently Andhra Pradesh Heavy Machi¬ 
nery Corporation, a joint-sector company 
iwith Stale and private sector combined 
together has come up but not yet started 
making machinery. But it is expected to 
make machinery in the near future. 


Two units, Bata India and Guest Keen 
Williams are located in Calcutta; Vulcan 
Laval is in Poona, Maharashtra; Metro- 
wood is in Ahmcdabad and Andhra 
Pradesh Heavy Machinery in Vijayawada, 
Andhra Pradesh. In other words, the 
companies are well scattered all over 
India, there is not a single company in 
North India. 

The imports of leather footwear 
machinery during the last four years have 
been as under ; 

Imports of Leather Machinery 


Year Imports 


1975- 76 ^55.05 

1976- 77 123.09 

1977- 78 153.45 

1978- 79 275 42 

The demand for imported machinery is 
rising every year as the manufacturers are 
not able to make all kinds of maLhines. 
A large number of items of leather and 
footwear machinery arc on open general 
licence list foi CO imports. The import 
duty is 25 per cent to 40per cent. Imports 
are largely from West Germany followed 
by Italy. These two countries are the 
source of major part of the imported 
machinery. 

Thcic have been some exports of foot- 
Exports of Footwear Machinery 


Exports 


(Rs lakhs) 

1975-76 


8,34 

1976-77 


5.88 

1977-78 


2.37 

1978-79 


4.62 


wear making machinery and mostly the 
exports are directed towards neighbouring 
countries like Sri Lanka and Bangladesh, 
countries in South East Asia and Middle 
East where new markets are being found. 

There is scope in the field of foot¬ 
wear machinery for the manufacture of 
quality products of compact features 
reasonably priced to be within the reach 
of the small-scale users as the manu¬ 
facture of leather footwear is reserved 
for small-scale sector. Such machines are 
listed as under : 

1. Strap Cutting Machine. 

2. Strap Folding Machine. 

3. Skiving Machine. 

4. Clicking Machine. 

5. Upper Folding Machine. 

6. insole Converting Machine. 

7. Pulling Over Machine. 

8. Pulling Over and Cement Lasting 
Machine. 

9. Concolc Lasting Machine. 

10. Staple Side Lasting Machine. 

11. Kamariam Lasting Machine. 

12. Outsolc Stitching Machine. 

13. Heel Seat Lasting Machine. 

14. Automatic Packaging and Cycletting 
Machine. 

15. Hand Vulcanising Presses (DVP) 

16. Foam Rubber Vulcanishing Presses 
(DVP) 

17. PVC Shoe Machine (Four and Six 
Stations) 

18. String Lasting Machine. 

Proposal for foreign collaboration for 
the manufacture of the above items is . 
being considered on merits. 

—Hardev Singb 
AUGwr 21« llpt 
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STATE OF THE 
ECONOMY 


State Government 
Loans 1993 

Twenty mate Goveuinitnls 
have cifinoimced the issue ol 
then new loans bcaiing in 
teiest at 7 (K) per tent pel 
annum for amounts aggiegat- 
ing Rs 4S7 25 eioies The 
and the amount of loan 
* f)cing Mised m rupees crores 
IS Andhra Pradesh ("'2 00) 
Assam (II ^0), Bihar (2^ 
Gujarat (29 00) lidi vani 
(14 00), Himathil Pradesh 
(1 7S)^ Jammu & Kashmii 
(2 75) Kainalaki (22 75), 
Ktrala (24 00), Madhya Pra¬ 
desh (17 25) Mahaiashlra 
(35 25) Manipui (2 75) Naga¬ 
land (3 75) Orisvi (23 7^), 
Punjab (12 25) Rajastlun 
(38 00) Tamil Nadu (34 50) 
Tiipuia (2 75), Uttar Piadesh 
(84 00) West Bengal (19 75) 
Total 457 25 

I he loans will he Nsued at 
Rs 100 (K) pci cent and aie 
p^'^ftdeemable at pai alter 12 
yjurs i e on Septembci 1, 1993 
Interest will be paid half- 
yeail> on Maith 1 and Sep- 
Jembci 1 each year 

The value of investments in 
the loans now issued to¬ 
gether with the value ol other 
previous irn'cstments m 
Government seturities will be 
exempt from the wealth tax 
uplo Rs 150,000 Siibstiiptions 
may be m the toim ot cash/ 
cheque Securities of the pre¬ 
vious loans will also be accept¬ 
ed at par foi tonsersion 
into the new loans of the res¬ 
pective State Governments 

Applications for the loans 
wll be received at the offices 
of the Reseivc Bank of India 
at Ahmedabad, Bangalote, 
Bombay (Fort and Byculla), 
^Calcutta, Hydeiabad, Jaipur, 
Kanpur, Madras, Nagpur, 
New Delhi and Patna and 
(0 branches of the Subsidiary 
Banks of the State Bank of 


India tonduwting Cioveinmcnt 
treasury work except at Jl)dei i- 
bad and Jaipui, (ii) biancht*' 
ot the State Bank of Indi i at 
places wheie theic is no 

bi inch of Its subsidiaix bmks 
conducting Government 1il i 
sutv work, and (iii) In tfit 
case of Jammu ind Kashn ii 
State Development Ion 

applications will be icclixuI 
at blanches ol the Jrimmu nd 
kashniii Rank ltd within th 
Slate ol Jammu Si K islnnii 
and blanches ol the St i 
Bank of India whcic tiKit is 
no blanch of Jammu id 
Kashmir Bank ltd 

Jn the event of o\li ul- 
siription of the Loan appi lJ 
loi applicants(endeimg ip^li 
cations at the oft ices < I Ik 
R cseive Bank ol Indi i i 
Ahmcdabid, Bangalore H n 
bi> (loit and B>cul ) 
Calcutta, Hyderabad, Jiip i 
Kanpui, Madras, Nagpui \ w 
Delhi and Patna will K i lii 
the option ol iianslemn^ ili u 
cash leluiids to anv oil i 
State Government loan 

Drugs Prices Revised 

Leader prices of 21 lonn ii 
lions ha ye keen icviscd ih 
these, the total niimbci >1 
icviscd leader prices com to 
250 Leader ptices ol th l 
mamuig 50 foimulations o 
expected to be annomi J 
shoilly 

The new puces aic •) 
Telaiius antitoxin 750 i ii pi i 
amp , 25 amps box Rs ‘'S 

(2) Tetanus antitoxin 750 i 
per amp , 1 ampoule Rs 2 * 

(3) Tetanus antitoxin IP I 

1 u pel amp. 25 amps ' x 
Rs 88 46, (4) Tetanus iin 
loxm IP i500 1 u Dcr am > 

1 ampoule Rs 3 52, (5) Ttt u is 
antitoxin 10,000 i u p r 
amp , 1 ampule Rs J (2 
(7) Telamis antitoxin 2 000 
I u per amp, 10 amps l)o\ 
Rs 362 68, (8) Tetanus anti¬ 


toxin i0,000 I e per amp, 

1 ampoule Rs 36 27, (9) 

Tetanus antitoxin IP 5,000 i u 
pci amp, I ampoule Rs 89 30 

(10) Clohbiate capsules 5(K) 
mg/cap ^0 capsules Rs 18 02 

(11) Vitamin ( diops 100 
ing/ml, 15 ml bottle with 
droppci Rs 3 54 (12) Vitamin 
C diops 100 mg^ml 30 ml 
bottle with dioppci Rs 5 32 

(13) Phanqiionc tablets 50 
mg/tab 20 tabs bottk/sliip 

(14) Gentamvem mjeclioii 
Gcntaniycin base 40 mg'ml 

2 ml vial Rs 9 82 (15) GliU i 

m>cin c\e/eai diops (gtnta 
mytin base) 3 mi;^ml 2 ml 
vial Rs 3 50 (16) Dox\ 

cvehne cipsules 100 mg 

caiisule'' 6 s stiip/botilc 
Rs 10 56 (17) PMa/miiTiidt 

tabs 500 me tab 10 s strip 
Rs 15 “to (18) CLtiiinidi 
toncentiatt 20 pei cent w n 
500 ml bottle Rs 40 S8 (20) 
Ccliinudc tincluie 0 5 pci (.tnt 

100 ml bottle Rs 3 74 (21) 

Cetrinudc tiiKture 0 5 pci cent 
w/v 500 ml/bottle Rs 11 22 
Pi Ices ol 700 mi imin loi 
muiatioris and 23 bulk diiic 
aie >ct to bL (inilistd 

Rupee Upvelued 
Ageinst Pound 

The Receive Bink ol Indn 
annoanced on August 10 an 
upw ird revision ol the rupee 
by 0 61 pel cent in ickUion 
to the pound stcilme The 
spot bu>ing and sLlline i itcs 
aic so fixed as to eivt, a middle 
rate ol Rs 16 30 pet pound 
stcilmg compaitd to the 
cdihci middle i itc ol Rs 16 40 
Ihc new buvum and selling 
latcs for spot dclivci> aic 
Buying Pound stcilmg 6 1538 
per Rs 100 (coiicspondmg to 
Rs 16 25 jper stcilmg) Scllmo 
Pound sterling 6 1162 pLi 
Rs 100 (coriespondmg to 
Rs 16 35 pel sterling) 

Netionalised Bank's 
Directors 

The F mince Mmisii) 
has nuHied Lxccutive Direc¬ 
tors foi live of the nationalised 
kanks Mr P V Simivasan has 
been appomtt.d Foi the Indi in 
Oveiseas Bmk lor a thice 
ycai tcini till August J2, 1984 
Mr P.S Deshpande and 


Mr D. N Shukla have been 
appointed for Maharashtia 
Bank and Bank of India on 
similai terms Mr H N Rao 
takes ovei at the Syndicate 
Bank for a peiioatill Febru¬ 
ary 25, 1984 while Ml R M. 
Piadhan’s appointment as the 
Fxechtue Direcloi at the 
Ccnlial Bank of Fndia is for 
one vear term ending August 
12 I9S2 

Electric Typewriter by 
Hindustan Teleprinters 

Hindustan Tele pi inters Limi¬ 
ted the public sector unit 
pioducing iclcpiiiittis IS going 
in foi ma nil fa cl me ol electric 
ivpcwnUis m Lollaboiation 
with Ollixcin ol ftal> The 
Challm Ml of Hindustan Telc- 
piiiicis Di Scctinraman, 
si jitd icccnilv that nearly 
15 000 dec Ml Ixpewuters 
would be mod need evei> year 
wiihm the next two ^ears. 
I^ioduction of the conxentional 
electro mechanical Icleprinters 
at the M idi IS pi ml would be 
ph iscd out hN 1985 ind the 
puul iclion dcililv utilised 
eiadualK loi nukmg cicctiic 
t>pc\\iilcis and compiitci 
pciiphci I Is 

Hindiisi.m TcicpiIntels has 
t iken up an imbilious project 
loi pioducme dcdionic tcle- 
pimtLis It plans to pioduce 
8 000 siicli tLkpiinlLis a xcar 
which would be laised to 
1000 units When full eapa- 
cit\ is leached Hmdiist in Tele 
pimtcis would be one ol the 
I lu^st prod Heels ol eleet ionic 
telepimreis m the world 

I he ledipimlci pi ojccl in¬ 
volves a eipiial outlay of 
about rupees live eioies and 
the entile amount is propc^sed 
to be met out ol Joins tiom 
IheWoildBink fhi Lhaiiman 
est muled the cost ol electric 
ixpewiilei at aiound Rs 6,500 
pel nuehinc Hmdust in Tele¬ 
printers will have to compete 
with the Remmvlon Rand of 
India which also has a licence 
to piodiiec 15 00(.> electric 
t pewnieis The Chan man, 
Hindus!, n Teleprmleis hoped 
that the compmv would pe- 
qiiiic an oidei cd at least 500 
telcpimteis to go in for the 
tclepimteis in languages other 
than english T he cost of cleo 
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tronic teleprinter would work 
out t(» Rs 25,(KX) against 
Rs 15,IKK) for the electro 
mechanical machines which 
arc being phased out 

Jewellery Exports 

jbxpoit earnings from gold 
jewellery have touched the 
Rs 10-croies mark lor and the 
target of Rs 25 cioics lixed toi 
the cuircnt linaiicial }cai is 
: likely lo be exceeded Indian 
I gold |cwcllei>, both plain and 
Studded, is becoming populai 
abroad 4pail liom the Gull 
count lies some oiders have 
also been received trom so¬ 
phisticated markets such as 
the US and the UK Fxpoit 
orders bv India aic stated 
to be aiound live cioies ot 
rupees and moie aie expected 
to be inatciiahscd ni due 
course because hiiveis lioni 
Kuwait and Dubai vvcic iii 
New Delhi icccntl> (oi dis¬ 
cussions with the Handle rail 
and Handloom Fxpoit Coi- 
poiation, the canalising 
agenev, and lO associate sup¬ 
pliers 

Jn the last financial >cai 
exports of gold jewdleiy were 
worth Rs “^4 cioics This 
was so because the new 
scheme was implemented fiom 
Dcccmbci last \eai I he 
scheme pi o\ ides loi expeuts 
ot gold oinanicnts and aitides 
against gold supplied lice of 
chaige in acl\ance b> the con 
cemed foreign bu>cis to the 
extent of quantity used in the 
manufdcluie ol expoiltd items 
The Union (KHcinmenl in 
tad allowed impoil leplemsh- 
^ ment benefit in the cuiicnl 
years policv m oidci to ui- 
, crease the cxpoti of studded 
j jewelleiv 

; Indo-Nigerian 
Joint Commisoion 

The hist Indo Nigeiian Joint 
I Commission met in New 
Delhi foi tliicc days fi om 
July 2810 10, 1981 The Indian 
[ delegation loi the Indo- 
I Nigerian Joint Commission 
^ meeting was led b\ the Minis- 
tei of Finance. Mr R Venkata- 
, Wtman while the Nigeiian side 
: wasted b\ Mis A F 0\agbola, 
Mmistet ol National Planning, 
Federal Republic «,)! Nigeiia 
f Increased cooperation between 


tndia and Nigeria in agricul¬ 
ture, industry, commerce and 
technical helcls hguied in the 
discussions at the joint com¬ 
mission meetings 

Fconomic coopet alien m 
various fields between India 
and Nigeria has increased 
appreciably over the years 
The Indian expoits to Nigciia 
include, tianspoit equipment 
tiactor machinciy, metal and 
cotton manufactures, medi 
emes, and phai maceiiHeal pro¬ 
ducts, pcarlsand ptcciousstones 
and cosmetics From Nigeiui 
besides importing cocoa and 
crude vegetable and animal 
materials India is impoitmg 
crude oil Besides lioldmg 
discussions at the joint com¬ 
mission meeting the Nigeiian 
delegation during then stay 
in the capital cillcd on the 
Union Mmisici ol 1 ood and 
Agiicultural, Rao Birendia 
Singh and Minister ot State 
foi Industries, Dr ( haranjit 
C hanana f he delegation 
called on the Vice-picsulcnt 
Ml M HidayatuIIah also 
The delegation visited 
the Fndian Agricultuial Re¬ 
search Isiitutc, the Oklila 
Iiulustiial F slate and a tiac- 
toi manufacluiing company at 
I at Ida bad 

Procurement by 
Jute Corporation 

During the jiitc season, 
1980 81 (JuK to June), the 
JutcCorpoiafion ol India(JCl) 
prociiicd a iccoul quanlitx ol 
10 62 lakh bales its higlu ^l 
cvci Fills was achieved des¬ 
pite heavy odds m the wake 
of Idigc caiiy-ovcr stocks and 
bumpci crops FJiinng the cui- 
rent season, 1981-82 the cor¬ 
poration plans to piocurc 21 
Idkli bales 12 lakhs Ihiougli 
Us own puichase centics and 
5K)0 000 Ihiough coopcia- 
tivcs with emphasis on cm- 
laigcmcnt of procuiemcnt fiom 
the growers to the maximum 
extent possible 

A system of jule growers 
card h*is been introduced iii 
West Bengal to stait with, in 
the bolder areas This will 
enable the JCl lo make pur¬ 
chases from growers diicct thus 
eliminating middle men F oi 
helping small and marginal 
jute growers^, the JCl hub 


started a pilot scheme through 
a package of measutes, which 
would ensure grant of insti¬ 
tutional cicdit, timely supply 
of inputs and assured niaikct- 
ing of raw )ute at lemuneia- 
tive prices 

On the R&D side, a new 
project has been developed by 
using jiilc as I tcmfoicement 
lor plastics I his pioject has 
got great poitnlicil foi appli¬ 
cation in aicas like low-cost 
housing, gr.im silos iiiig,ition 
pipes, fishing boats etc Basic 
tcchnolog) has been developed 
and efforts loi commercial im¬ 
plementation aic being nndc 

Rural Electrification 

The Rui il DecUification 
Corpoi ition (RFC) has sane 


tioned another loan assis¬ 
tance oi ovet 1 upces eight 
crores for 33 new RE projects. 
The new piojects will help 
electiif> 9(H) villages in seven 
Slates Jn addition, more than 
17(X) iriigalion pumpsets will 
be energised and powet pro¬ 
vided for n,0()0 industrial 
and olhei scivue'^ m the 
scheme areas Ol the new 
sanctions over Rs 5 5 cioies 
aic meant loi clcLlrification 
ol hickvvaid areas Undci the 
Haiijan basti clcctiification 
piogiammc, the coiporation 
has sanctioned a loan assis- 
t.uicc of molt th m R^ 13 lakhs 
(o extend cIccliKit to ovci 2(K) 
haiijan baslis m Rajasthan 
and And hi a Piadesh 
I 01 tliicc 1 uialciccli ificdtion 
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projects in Jammu and 
kashmir the Corporation has 
approved an additional loan 
assistance of Rs 90 lakhs to 
I, ».cet cost escalation With 
tlhis, the corpoiation has so 
fat sanctioned o\ci 4,600 
schemes involving an aggie- 
gate loan assistance ol ovei 
Rs 1,S10 cl ores On comple¬ 
tion, these pio)ects together 
will cicctiilv o\ci 200,000 
villages and eneigi^c* 16'’^ 
lakhs II ligation pumpsets 
thioughoiil the coiintiy The 
coipoiation has alicady clis- 
biiised moie than Rs I 043 
cioies for the implemcnlalion 
of Its piojccts 

Crijdit for Kenya 

The Piime Ministei Mis 
liKliia Gandhi announced 
a 1 1 edit ol Rs 10 (loics to 
Kens a Mis Gandhi, who 
wa^ in Keina leccnlK staled 
that Indo-Kenva relations were 
getting closei md >he hatl 
vciv useful exUiinges ol \ kws 
with Piesidsni Dank I Ai p 
Moi She paid gieat iihutes to 
Piesidcnt Mol loi his leadei 
'‘hip, both of Kensa and ol 
Organisation ol Mi lean Unilv, 
and said with his vision he 
was woikmg foi a piospeioiis 
Kenya and icsuigcnt Miica 
Mrs Gandhi thanked Piesident 
Moi Ioi iriMtnm hci to his 
yci antiy tind said that in then 
heie the\ h.jd agiced on 
>ciics of measines whkh would 
go a long wav m si lengthen¬ 
ing fuilhct coopeiaiion bet¬ 
ween the Ivvo loiinliies 

Paddy Procurement 
in Andhra Pradesh 

Paddy provuicmcnt imdei 
price suppoit opcialion by the 
Food (orpoiatioii of India 
m And hi a Pradesh this rabi 
season, which began m Apiil 
last, has lecoidcd a foui-l >id 
increase ovei the pievious ve.’i 
As against 30,000 tonnes ol 
paddy procuied in the last 
rabi season (1980), the total 
purchase ol paddy till Juh 
this ycai has exceeded I20,(K)0 
tonnes Siniilaily rue pio- 
curcnient this labi season has 
.?ihown an incicase ol about 
’’150,000 tonnes than last ycai 

The total piocurement of 
rice and paddy since the com¬ 
mencement of the current ciop 


year in Octoder last was 
500,000 tonnes as against 
400,000 tonnes bought Iasi vcai 
The offtake of iite foi ihe 
public distribution syslcni h»s 
been ii'-ma m lecenl monihs 
Dining the Lot month about 
42 000 tonnes ol ikc aiul 
6,000 tonnes of wlkal hul 
keen m.idc av.iil ibk li)i disiii 
biiiiop through Ian pii^L 
shops The oilt'ke ol wlk. Ioi 
the public disiijbinii>n v iim 
had moie thin doiibltd m 
I9S() 81 (230,000 lonnis) is 

aaamst 103,(00 Kmiik ip 
197^1-80 ] he Ilk lea c m ( II 

take was on aisoiinl ol hk 
dioimhl ionditioiis in nimv 
pills ol the Stale 
Duiimi 1980-81 about KOOOO 
loniKS ol Ike wa> i ii d 
b)i the dfought icliel mi isi i 
I or)il Ioi W Ol k Pioei ni i i 
and N itional Riii. I I mp* ^ 
ment Piogiainmc \iullii 
Piadssh heme the onlv iiipli 
Slate 111 ihe South hid i i 
to meet ilu incieau'd iLOint 
mcnis i^l the nei'hSMii 
diought alleslcd Slat s ^iiih 
l.imd Nadu and Kainala’ In 
ad lition dospilihc^ to Kli N 
continued AsIlmI movcnn i 
done with ths ai toe m pi> ii 
ol South Centi'I R. ll\^ i 
. s follows Keial i (I 2*^ I ii li 
toriiK'') Tamil Nadu (2 I h ii 
tonnes) and Karnataka (J(M)H) 
tonnes) 

Guidelines for Issue of 
Bonus Shares 

Undci the ( apil I I 
(Conlioh ^^ 1,1 1947 >11 I 

pakks icqiine the pnoi app 
val ol the Union Ciovcirm 
thiough tlie (oiiIioIIli • 
C a pi 111 lssue^ Ioi issu I 
bonus shale** The (io'lhi 
men! has levicwcd the s'i i 
giiidclints in this upau ' 
his decided to levisi il i 
in serlain lespccls 71 k icm » 
guklcline' aic given bclov 

1 Theie should he a p 
vision in the at tides ol .i 
elation ol the companv ’ 
c.ipitah'-ation of rcM'ivss c 

If not, the companv slim I 
pioduce a icsolulion pa** 1 
at Ihc geueial bod> miki 
piovisions in the ailicks I 
association foi capiialisatn n 

2 Consequent to the issul 
ol bonus ‘•haics il the sub 
sciibed and paid-up capital 


exceeds the authoiiscd capita), 
a resolution passed at the 
gencial bodv meeting m les- 
pect ol incic.ise in (he aiitho¬ 
med c ipilal IS neces'aiv 

3 The companv should 
furnish a resolution piissed ai 
the general bocl\ meet mg loi 
bonus issue belok an appii 
vaMon IS nude li> the C ontiol 
Id ol (apilal Is' lies In Ihe 
gcncial bodv icsoliition Ihe 
nKinagenkiil s mlention logaid- 
ing the rate ol dividend to 
be dedaicd m the veai im 
mcdi.iiclv allLi the bonus i^^ue 
should be indicated 

4 Ihc* bonus i sik is pci- 
mitted to he mads out ol 
hcc ij'-dvcs built out c’1 the 
genLims pioliis o\ shiu pic 
mium colkcied m c 'sh onlv 

^ Reseivis lie lied b\ ic- 
valuiition of fiVLil assets uic 
pot piimiitLil to Ik capita 
locd 

6 IXvilopmini ubale le 
SCI vc/itncslmerl allow incc 
icsi'ive IS eonackisd a* lice 
K ci VC loi the pi I post ol 
I fkul •(urn ol Fc'sidiial re sei vi s 
le*'! 

7 All toutmcL111 liahilitic'^ 
disdosi <1 in tlie «uiditcd 
*iccoiinl whkh have a be‘ring 
on the IK I piolits. shall be 
taken mto «.^onnl m llic 
cilciilaiion ol the minmuim 
residual ic'encs 

8 1 he lesidiial resei \es a ltd 
tht piopostd c ipilalistfiion 
dnuild he it k€>st 4(i |xi ceni 
ol the iiKic *‘‘cd pud up 
capital 

9 Hint} pci cent ol the 
.’Veiagc jiiolils biloie t*i\ ol 
1 he companv loi the pitMmis 
three vears should vicld a U'li 
ol dividend on ihi L'pinc'ed 
capital ban <»i the comp«m' 
**t 10 pci CL 111 

10 Dcdiialion ol bonus 
issue in lieu ol dividend is noi 
allowed 

11 Ihe comp^iiiv m iv m.ike 
a fuithci application loi issue 
of bonus h.'ies onlv allei 
36 months limn the date ol 
sanction bv tlu Cjovcinnicnt 
ol <111 eailki bonus issue il 
( ny 

12 Boiup ksucs aie not 
permitted unless the paill> 
paid shales, il anv existing, 
.lie made lullv p.iid up 

13 No bonus issue will be 


permitted if there is sufficient j 
leason to believe that the com¬ 
panv has defaulted in respect ^ 

of the pa>mcn! of statutory | 

dues ol Ihe employees such \ 

as contribulion ol provident 
fund, giafuity, bonus, cfc 

14 ( apifal ic^wives appeal¬ 
ing m the balance sheets of I 

the companies as a result of j 

evaluation of assets oi with- | 

out accrual ol cash lesources j 

will neilhci he <illowcd to be j 

cjpilali*‘cd noi taken into * 

occoimt m the computation j 

of the ic'sklual reserves of | 

40 per CLiil foi the purpose of i 

bonus I Mie ! 

1^ At aiiv (Uic lime the 
tot. I .'mount pcimiited to be 
capitalised foi i*suc of bonus 
'‘hales i>ut of free reserves 
shill noi exceed the total 
amoiml of paid-up equity ] 

capit.il ( I lire companv 

16 Appli'alions foi issue 
of bonus sh.ne^ should be 
made withm one month of 
the bonus announcement by 
ifji Boaid t>f J')irecl<)is of the 
I ompanv 

1 ^ In c 'Si s where there is 
anv default in the pavment of 
anv tL’iii loans ouisiandmg to 
mv piibik ImancLfl mstitu- 
iion .1 no oS)Cvtion letter 
from that mslilulion m res¬ 
pect ol the issue of bonus 
shi'ic> should bt li'inished by 
tlu companies eonccincd with 
the bonus application 

Application I’rocedure 

Ml applkaturns for bonus 
I'^si'e liould bi signed bv a 
pel son not Ik low ihi rank of 
Diicetoi SvlilI m> logether 
wilh a cel 1 iluaU 

A icilHicUe from the audi¬ 
tors of the lompanv m the 
piofoiii.a as uncicr shall also 
iu fill m shed 

hiVL veil fuel the lu- 
loimation linmshed by the 
companv loi I'-sne ol bonus 
sillies aril find the same as 
coned We aKo ccitify that 
wc have received all the in- 
foimition icqiiiied bv us fcir 
ih vciific.ilion 

We hcichv ccr.il> that the 
pioposal contained in tl^ 
application few Ihe issue of 
bonus shales meets all the 
lequncmcnts of the bonus 
issue guidelines, including the 
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guidelines contained in para¬ 
graphs 8, 9, 11 and 13 in 
force issued by the Govern¬ 
ment in this regard actording 
to the information furnished 
to us and to itic best of our 
knowledge. 

Cell for Transfer of 
Technology 

Union Minh^ter ol Slate tor 
Science and rcehnology and 
Electronics, Mr (\P N. Singh 
has piloted a move to set up 
a dedicated cell in the Depart¬ 
ment of Science and Techno¬ 
logy (DST) for imparting 
momentum to traiisicr ami 
trading in tet‘hnoh>gy. The 
cell in DST will coordinate 
the intcgraleil approach to 
technology iransfer and hade 
as well a'^ monitor and sleei 
individual eases in coordina¬ 
tion with other eoneciaicd 
Ministries. 

The step has been taken in 
view of the fact that India 
is inercaNiiigly being sought 
after by other developingeouii' 
tries for lecitimlogy transfer 
a concept which India got 
accepted internationally by 
taking the lead in international 
forums for Technology Co¬ 
operation fi>r Developing 
Countries (TCDC). 

The types of technologies 
tliiit can be olfcied include: 
agro-based industries; forest- 
based industries; phyliK-he lin¬ 
eal projects; waste uiilisaiion 
processes; fotid processing in¬ 
dustries; leather lamnng and 
leather eliemieals; .tgroehemi- 
cals, pesticides and insecticides; 
chemicals based <m coal car¬ 
bonisation and by-products; 
bcn/cnc, toluene a.nd xylene 
based chemicals; drims and 
intermediates; mini CLineni 
plants; mini-paper pr*>jcels; 
small liactt>rs and machine 
tools; consumer pioduelsand 
rural-based projects. 

Portable *Non-contact' 
Thermometer 

A new' portable infra-red 
thermometer which can 
measure temperatures in the 
range 6tX) to I600^T' very 
accurately at distances up to 
several metres from the target- 


spot being assessed is offered 
by Land Pyrometers Limited, 
represented in India by Larsen 
and Toubro Li mi led . De¬ 
signated Cyolops 51, this ther¬ 
mometer IS designed and 
marketed by Land Pyromelers 
Li nil led ot Sfhcffield, Fngland 
and maiuifaeltired to their 
speeiliealion by Minolta 
('ainera C’o Ltd id' Japan. It 
has major applications in the 
steel and non-ferroir^, glass, 
ceramics, power generation and 
chemical industries. 

The inslrumcnl employ > 
camcra-(|».nlity optics of Iho 
M'lclcleiis reflex t\pe. ’Lhc iis(*r 
simply sights IIiroLigli the h i nd- 
hcltl instmment anti focusses 
the la I get ol' mleiest inside a 
nieaaiicmcnl spot in iliceentic 
ol the viev\. Vvhen the trigger 
IS pressed, a digital display o!' 
the spot lempcraliiie, lo llic 
nca'csi I appears within the 
Mcvv liiider immediately below 
the \icw. I'his leniperatuiciis- 
play is normally ‘iipdateti" 
c\cr\ 0.6 second, or the user 
can Select a peak-peaI mg miKie 
whereby the higjiest \Mltie 
obtained ilnring the measure¬ 
ment period is retained. There 
IS ;ilsi> a I'ahrcnheil muhIcI, 
(\ clops 5 IF, co\ Cling the 


range 1200'^ to 3000«F in 
1°F increments. 

Iraqi Contract for ECC 

Engineering Const ruct ion 
Corporation Limited (F.CC) 
ha.s been awarded a contract, 
valued at Rs 400 million, for 
the construct ton of Police 
Headquarters Building m 
Baghdail by the State Organi¬ 
sation of Buildings. Ministry 
of Housing and Constriietion, 
Government of Iraq. ECC 
participated in this selective 
tender invitation to bid with 
other international construc¬ 
tion compumes. I’hc building 
complex, designed by a pro¬ 
minent local architect, lias a 
spread hiyoul and basement 
with the main block rising to 
12 floors. The contract is on 
a 1 11 rn U' V ba s i ^ cove r i n g c i vi I, 
electrical installation, aircondi- 
1 inning, telephone, lire-dctce- 
tion, fire-lightiiig, sanitary and 
other special services. The buil¬ 
ding will ha\c a faeatle o\' 
precast unit**’, lhc contract 
completion is 30 months com¬ 
mencing Irom August .S, 1981. 
ECC is currently executing 
two other contracts in Iraq 
valued at 260 million rupees. 


Nainas in tha News 

Mr R. Parthasarathy, IAS, 

has taken over as Executive 
Director in Gujarat Narmada-^ 
Valley Fertilizers Co Ltd 
(GNFC), Bharueh. Before join¬ 
ing Gujarat Narmada Valley 
I'ertili/crs Co l.td, Mr Partha- 
sarathy was Managing Direc¬ 
tor of Gujarat Slate Co-opera¬ 
tive Land Development Bank, 
Ahmed abad. 

Artibi Venkateswaran, Assis¬ 
tant Vice President, Bank of 
America, has been promoted 
to the rank of Vice-President. 
He IS a Senior Credit Officer 
with the bank at its Bombay 
branch. 

Mr K. V. Ramacliandraii 

look over as Director (Per¬ 
sonnel) of the Heavy Engi¬ 
neering Corporation Ltd, 
Ranchi, liarlicr, he W'as Cienc- 
ral Manager (Personnel) 
m Hindustan Copper Limited. 
He was with llie Indian Air¬ 
lines from 1969 to 1972 be¬ 
fore joining Hindustan Copper 
I td in j;)cccnibcr J972. He 
is also on the Bo.ird of Direc¬ 
tors of the Minerals Explora¬ 
tion Corporation a Govern¬ 
ment of India enterprise. 



FOREVER *1 THE 
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7.00 per cent Stete Government Loansr 1993 

I. 

^ ----—- ■ ! PAR for converMon into the new loans of the respective State 



State 

Amount of loan 



(In clores ol Rupees} 

1. 

Andhra Pradesh 

52.0(^ 

2. 

Assa m 

11.50 

3. 

Bihar 

25.50 

4. 

Gujarat 

29.00 

5. 

Haryana 

14.00 

6. 

Himachal Pradesh 

1.75 


Jammu ^ Kashmir 

Kama la ka 

2.75 

i) 

Kerala 

24 00 

10 . 

Madhva Pradesh 

17.2'^ 

11. 

Maharashtra 

35.25 

12. 

Manipur 

2.75 

13. 

Nagaland 

3.75 

14. 

Orissi 

23.75 

15. 

I’nnjab 

12.25 

16. 

Rajasihan 

38.00 

17. 

Tamil Nadu 

34.50 

18. 

Tripura 

2.75 

19. 

Uliar Pradesh 

84 0(' 

20. 

W'csl Bengal 

19.75 





The above loans will be issued at Rs, l(M).(K) per cent. Ha 
subscription towards the same will be received on J uesday, ! ' 
September M)8I uplo the close of Bankini? hours. In the c\l!i 
of 1st September 1981 being declared a holiday by an> Si.? 
Government Lmdcr the Negotiable Instruments Act, ISM. i* 
subscriptions will be received at the concerned receiving oflK 
in that Stale upto the close of Banking hours on the next vo? i 
ing day. All the State Governments reserve the right to ivi. 
subscriptiems upto ten percent in excess of the notitied anioiii i' 

The loans will be redeemable at par after 12 years i.c ^' 

' 1st September 1993 and interest will be paid half-yearly ov I ' 
March and 1st September each year. Interest in respect • 
loans wdll be liable to ta.\ under the Income-tax Act. ' 
Interest on Government securities along with inctnne in the loifi 
of interest or dividends on other approved invc.stments wiM 1. 
exempt from Jncomc-lax subject to a limit of Rs. 3.0(K>’- p. 
annum and subject to other provisions of Section 80L of t! ^ 
Income tax Act, 1961. 

The value of investments in the Loans now issued logclhv 
with the value of other previous investments in GovcrnintMii 
^curities and the other investments specified in Section 5 ‘' 
^e Wealth-tax Act, 1957 will also he exempt from tiu Wealili 
lax upto Rs. 1,50,000/- 

Subscriptions may be in the form of CASH/CHEQlil 

Securities of the following loans will also be accepfed AT 


j (jovernments : 

Name ol’the loan icndercd Name of the new 

lor conveision loan issuable 

! I. 5J'’'. Aiulhra Pradesh Slaic 7.00“,, Andhra Pradesh 
Development Loan. 198! State Dc\clopnienl Loan, 

1993. 

j 2. 5^ Assam I <xin. 1981 7 00“,, As>am Loan, 1993 

' 3. 5r’o Bdiar State 7.00“., Bihar Stale 

Development Loan. 198! Development Loan. 1993 

4. 5J“„ Gujarat Stale 7 00''„ Gujarat Stale 

Dcvch)pmcnl Loan. 19S1 De\cl(^pnicnt Loan, 1993 

5. 5;“,, ILirvana State ”^.00“., Haryana State 

Development L.oan. 1981 Dcvch^pmeni Loan, 1993 

b. 5a Kerala Slate 7'',, Kerala Stale 

Dcvclopiiiciii Loan, j‘)8l Development L<\in, 1993 
7. 5;“,, Madhya Piam-I, Stale 7 (:()“, Madh\a Piadcsh 
De'el(>pnii.nl loan, I9vi Stale Desclopmei.l 

lom- l‘^93 

8 5;' lanii I Naan Loan. 7.0(C\^ ’H.nul N.ulii loan, 

1981 1991 

9. 5a'Maharashtra Stale 7.00",, M.ihanshtra State 

Development I oan, 1981 De\elopmeni Loan, 1993 

10. Mvsoic SlaN’ 7 00"., Karnataka Stale 

Dcve’opment Lo.m, 1981 Development Loan, 1993 

11. 5^ ()ii.ssa (io^ el nmen I 7 0(1“,, (Jrissa (h^Ncrnnicnt 

Loan, 1981 Loan, P'93 

12. Punjab I..oan, 1981 7.00“,, Punjab Loan, 1993 

13. 5.,“’., Rajasihan State 7.00'',, Rajasthan Stale 

Development I.oan. 1981 Development Loan, 1993 

14. 5''“^, IJllar Pradesh Slale 7 00“., Uttar Pradesh State 

Development loan. 1981 DcNclopmcni Loan. 1993 

’^4 .. V^cst Bengal Loan. 7,00“„ West Beneal Loan, 

1981 ^ 1993 

Interest foi the hall-scai endiifg 3lsi August jnsi <>], 
securities accepted lot comeision will he paid at iJte rale of 
5a per cent per annum at the lime of issue ol new securities, 
Applications tor a// fJic hxnis will be ivccivctl at the offices 
of the Reserve Bank of tiidia at Alimedabad, Banetiloic, Bombay 
(Lent and Byculla). Calcuttii, IPdeiaKiJ, .fjipur Kanpur, 
Madras, Nagpiii New Delhi and I’atna. 

Applications will also be receded at other places within the 
respective States as follows; 

(i) Branches of the Suhsidiaav Banks ol Ihc Slate Batik of 
India conduct ing Government treasury work except at 
Hyderabad and Jaipur. 

(ii) Branches ol’ the Slale Ikink of India at places where 
there is no branch ol its si'hsidiarv Banks conducting 
Govei'nmchl treasury woik and 

(iii) In the lusc of Jamnui & Kashmii Stale Dcvelopmenl 
Loan, applications will be icceivcd at branches at the 
Janmui & Kashimr Bank l.td.. within the State 
of Jammu and Kasfimii and hranches of the State Bank 
t>f Luli.i w here there is no hunch of J immu & Kashmir 
Bank ltd. 

Applications lor Haryana and Pimjab Slale Government 
Loans wall also be reeuved at State Bank of India, C'handigarh* 
Securities will be issued in the fdim of Promissory Notes or 
Stock Certificates. I hc advantages of investing in the form of 
Stock Cerlificalcs arc as under : — 

(i) Jt'is safer than a Govcrniucnt Promissory Note as the 


EASTERH.ECONOMIST 391 AUGUST 21 , 1981 



name of the holdci i n^isteitti in tk hooks 4 >l tk I 
Public Debt Oil ICC I 

(ii) The Slock Ccitificdtc relating to application teiidiieel 
at a braiieh of St etc Bank of India oi its Siibsidiai\ | 
Bank will be sent to the ipplleant diicel bv legislcicd 
post by the Piiblk Debt OH let 

(III) The hall \cailN iiiteiesl will be lemMteel to the he>ldei 
diicel bv an intciesl wiinnl di.iwn at pai em an\ 
Tiei'urv or bi me h of Slate Bank ol India stipulated I 
bv the holdti If the holder so desiies the miciesl will 
be icmitled b> Mt»m\ Oidei allei deduelmg the emn 
mission chiiges 

(IV) It the holdii wishes to sell his seeuiUies he tan do o 
bv signing the ti m lei foim piiiiltd on the level e ol 
the C ertilieales in the mannei pieseiibec* tlieiein 

(v) Ciovcmmeiil Piomissoiv Notes iri exehaiire loi the 
Sloek Ceititieile e in be ( hluined bv .ipplvmi* to the 
Piiblie Debt Ofliie ind on p vincnl ol i nominal tet 
loi eaeh n< w note leeiiuied 

Copies of the Notilnation and Appheation loims mav he 
obtained fiom mv of the KeeciMiu^ (Jffiees mentioned above 
fn the event t*f ovei sjbseiipiion to the loin ipplicd foi ^ pph 
cants tendeimg appheation at the oHietsol ihe Reseive Binl 
of India at Ahmeelab id Baiigiloie Bomb iv (I oi l and Bveulli) 
Calcutta llvdeiahn^ laipin K mpui Madns Naupiii New 
Delhi and Patna will he LOven thw option ol f insfeiung then 
cash lelunds to anv othi i St ite CioveimiieiH loin To i\ id 
theiiisclves ot this laeilitv ipphcinls slunil 1 eonpkle the 
“Special Option loim eopie of whieh e in lx nhl nned il 
anv of the olliees o\ the Ke eive Bank ol Indi i mentioned iho\e 
and tendei Ihe Imm done* wKh then ippheain n 


The Gwalior Rajon Silk Mfg.(Wyg.) Co. Ltd. 

Regd Office Birlagram, Nagda (M F) 

NOTK E 

NOTIC I IS hereby given that the Thirtyfouith Annual 
Geneidl Met I me of the Shaicholdcrs of the Company will be 
held at GRASIM C I UB Bitlagram, Nagda on Saturday the 
19th September 1981 at 4 15 PM (S T ) to transact the Busi¬ 
ness mentioned in the Notice dated the 14th August, 1981 
decompaiiyiiig the Annual Report and Accounts for the year 
ended1st M ireh I9SI stparatclv posted to the Shartholdets | 
of the Company individually at their Registered Addresses 
The explamiloiy statement as required under Section 173 of 
the Companies Ael 1956, js annexed to Ihe Notice 

NOTI 

(a) A member entitled to attend and vole is entitled to 
ippomi proxy to attend and vote instead of himself 
ind the pioxy need not be a mcmbei 

(b) The instillment appoinlmc proxy should howcvc% be 
deposjteil at Hu Registered Ofhee ol the C ompany 
not less than fortycight hours before the tommenee- 
mtiil ol ihc meeting 

Shireholdeis are requested to intimate to the Company 
change in iheir iiiMsieted addressee if anv 

By Order ivf the Board 
J)N MAKHARIA 

2()lh August 19^1 Secretary 
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Central India Machinery 

CFNTRAf INDIA Machiiiciy 
Manufacturing C o has record 
ed a marginal fall *n sales 
during the year ended March 
1981, at Rs 19.19 crorcs from 
Rs 21.1.^ crorcs m 1979-8D, 
The gross profit cainedouii 
ftom R> 57.55 lakhs U) 
Rs 42.72 lakhs. After provid¬ 
ing Rs 26.93 lakhs (Rs 23.16 
lakhs) for depreciation, nil 
(Rs 12.6(1 lakhs) for iiivestinerl 
allowance reserve and makin)* 
some adjustments, there is *i 
disposable surplus t)f Rs 29 72 
lakhs. I’quity di\ ideiul has been 
maintained at 12 pc cent and 
will absorb Rs 12.60 lakhs 
(same). A sum of Rs 10 lakhs 
(Rs 2.15 lakhs) has been 
transferred to general reserve 

The company's performance 
wa.s affected by heavy p<>wei 
cuts and slowdowns, la bom 
trouble in the wagon division 
Bharalpur also caused 
Tosses- However, the demand 
i for the textile machinery manu¬ 
factured by it remained steady. 
The steel foundry division has 
revealed improved working 
’ and it has now undertaken to 
manufacture cast steel bogies 
and centre buffer couplers 
required by the railways. 

Tata Electric Companies 
Maintain 

All the three electric cinn- 
punies in the Fata Group fhe 
‘ Tata Hydro Electric Power 
’ Supply Co, The Andhra 
Valley Power Supply Co and 
the Tata Power Co.—have 
maintained the equity dividend 
at 15 per cent for the year 
ended March, 1981, besides 
-declaring the preference divi- 
"liend at the prescribed rates. 

All the three companies 
together entered the capital 
market on June 15 with a total 
public issue of Rs 17.5 crores 

\t 
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\o linancc a part of ihc gioup's 
Rs )S0-crt>rc 500 MW siipci 
ificrmal power unit being set 
up at Troinbay. Bombay 'Dk 
issue had evoked goi^d ic^- 
poiiSL- The new thermal powci 
iinii IS expected to be toin 
missioned in IX'cemhci, l9.S’ 

Modi Alkalies B Chemicals 

The Modi CilOlip i)l IFUUl. 
lues has set ii[> a new coni 
pan^, Modi Alkahes .iiid 
Chemicals, wiih a mcw Io 
cnleiing Ihc chemicals licUl 
I'lic new compaiiN plans hi 
establish, at Alwar m Rai.i, 
lhan, a complex capable 
mamifaciLinng aiiiumlly >7,( 
tonnes ol cau'-lic soda i'c 
solid and Hakes, I9,'80() loiine-. 
ol hydrochloric acid, 2().4'i'! 
lomies of liquid chlorine and 
I0,(K)0 tonnes ol stable bleacli 
ing powdci. 

The ct>m[>an> has alie.ulv 
entered into a technical 
la ho rat ion agreement wiili 
UHDi: GMBH of West <rei 
manv, a recognised inie 
national ol caustic soda by ihe 
mercury cell process I Ik 
technology secured will ciisim 
a lower powci coiisumpD*'- 
and a smaller loss ol' mei\ m n 
and enable the plam 
switch ovci from gfa| Int^ 
anodes to the dimensionalb 
stable anodes by J9S7-8S, niak 
ing it possible for the com 
[uiny to almost double it 
output. 

The promoters have ahead', 
taken possession of land ba 
the plant and tied ii]> arrange 
ments for the neces.sary firam.. 
The civil construction wil' 
commence shortly, arul lhi 
plant is expected to go o i 
stream by the first quailci 
1983. 

The totiil capital outlay on 
the project amounts to Rs 26.70 
crorcs including plant and 
machinery worth Rs 16.90 


crorcs. The project will be 
financed through a total capi¬ 
tal issue of Rs 8.75 crores. 

Ahmedabad Advance Mills 

The sales of the Ahmedabad 
Advance Mills Ltd (net of 
excise) for the yer ended 
March 31, 1981, were Rs 34.42 
crorcs (previous year Rs 36.49 
crorcs). The gross profit for the 
year was Rs 2.10 crorcs (Rs 2 67 
crores). The gross profit 
margin was 6.1 per cent 
(7.3/^). riie sales for the year 
were all'ecicd by lowei imports 
of raw material lecd-stock at 
the Mel.'ils IJiMsion at Na\- 
saii and hy sharp powei cuts 
and ci\il disturbances at ihc 
ic.xlilc mills at Ahmedabad. 

Aftci providing for deprecia¬ 
tion Rs 100.69 lakhs {Rs SS 74 
lakhs), taxes Rs Nil (Rs70 
lakhs), invcslniciil allowance 
reserve Rs 46 00 lakhs (Rs 30 
lakhs), ihe bafince available 
for appropMatii>n (iiiclLulmg 
Hr broughl forward balance 
Ml profit and loss acc*'unt nl 
Rs 23.91 lakhs) was Rs 87 77 
lakhs (Rs 106.61 lakhs). Out ol 
this, the DiicctcTs ha\e decid¬ 
ed to iranslcr to general re¬ 
serve Rs 5 lakhs (Rs 25 lakhs) 
and to dcbcnluie redemp¬ 
tion reserve Rs 7 50 lakhs 
(Rs 7 50 lakhs) 

At a meeting ol the Boa id 
of Directors ol the company 
held recently it was resolved to 
recommend U> the shareholders 
a declaration on iif preference 
dividend at the rate of Rs 7 14 
on 10,000 preference sha c'* 
and Rs II on 45.000 pre¬ 
ference shares, amouniini? to 
Rs 5,66,000 (Rs 5,66,0()0)^md 
an equity dividend of Rs 17 
per share (Rs 20 per share). 
This dividend is, however, 
payable on the expanded 
capital consequent to the 
bonus issue made last year, 
and aggregates to Rs 56.13 
lakhs as against Rs 50.20 
lakhs. 

The Boaril ol nii ecli>rs of 
the company, at their meeting 
held on August 5, 1981, have 
decided to increase the con¬ 
vertible bonds issue from 
Rs 5 crores to Rs 6 croics on 
the same terms and conditions 
as approved at the Board 
meetin gheld on June 24, 1981. 


Remington Rand India 

The turnover of Remington 
Rand of India has shown a 
marginal rise in i!.s working 
for the year ended March 1981. 
While the sales have increas¬ 
ed from Rs 12.70 crores in 1979 
-80 to Rs l3..Mcrore in 1580-81 
the pre-taxprolit after deprecia 
lit»n has conic dow'ii to Rs 2.09 
crorcs from Rs 2.20 crores in 
the prccceding year. After pro, 
viding Rs 1.33 crores (Rs 1.44 
crorcs) for income-tax, net 
profit has amounted to 
Rs 76 20 lakhs (Rs 75.88 lakhs 
The devidend has been main¬ 
tained at 20 per cent. 

Bharat Steel Tubes 

Bharat Steel Tubes has rais¬ 
ed the equity dividend to 15 
per cent for the year ended 
March J9,SI from 12 per cent 
in the previous year in the 
wake of substantially better 
results Sales have gone up by 
25 I per cent from Rs 23.70 
crorcs in 1979-80 to Rs 29.65 
crorcs arul the gross profit by 
about 15 per cent from 
Rs 149.82 lakhs to Rs 169.16 
lakhs. After providing Rs 39.98 
lakhs (Rs 37.28 lakhs) for 
depreciation. Rs 9.50 lakhs 
(Rs 6 lakhs) for invc.stmcnt 
allowance reserve and Rs 74 
lakhs (Rs 63 lakhs) for taxa¬ 
tion, fhere is a surplus of 
Rs 45 68 lakhs (Rs 43.54 
lakhs). After si>me adjustments, 
there IS a surplus of Rs 88.71 
lakhs Dividend will absorb 
Rs 48 50 lakhs. A sum of 
Rs 38 lakhs has been trans- 
fetred to general reserve. 

The company plans to under¬ 
take large diversification plans. 
It has already received letters 
of intent for the setting up of 
undertakings for the produc¬ 
tion of PVT and HDPE pipes 
and industrial laminalcs. The 
company proposes to set up 
facilities foi the production of 
1.5 )0 tonnes of PVC and 
HDPE: pipes at Ganaur. in the 
lirst stage, at an estimated cost 
of Rs 1 .,50 crorcs. The plant 
winch is expected to start 
production by March 1982, will 
be later expanded to the capa¬ 
city of 5,f>00 tonnes per 
annum. 

In a bid to push up exports 
of steel pipes and tubes the 


393 


AUGUST 21, 1981 


company is setting up an 
export-oriented unit near to 
Bombay poit at Nasik with 
an installed capacity of 2S,(K)0 
tonnes at an estimated cost of 
Rs 3 crorcs 

Monotype India 

Monotype lndia» pioposes to 
issue 226,800 new equii/ 
shares of Rs 10 cath at par as 
rights shares m the latio ol 
seven new shares for every 
ten shaics held The proceeds 
of the issue will be utilised for 
Wncmg the company’s new 
filmscttei manufactuiing pro- 
)ccl The lights issue is sub 
)cct to the siiuiion ol tin. 
Reserve Bank ol India in rts- 
pcct of non-resident shaic- 
holdcrs and other appropriate 
authorities 

Firth (India) Steel 

Firth (India) Steel Co has 
reported improved working 
results foi the yeai ended 
March 1981 Sales have in¬ 
creased from Ks 5 *17 crorcs in 
1979-80 to Rs 7 45 crores and 
the gross piofit fiom Rs 46 2S 
lakhs to Rs 6S 47 I ikhs After 
providing Rs 19 02 lakhs 
(Rs 18 lakhs) for depiecia' 
lion and after making some 
adjustments (including the 
brought-!n loss ol Rs 69 03 
lakhs), there is a debit bala¬ 
nce ot Rs 8 99 lakhs Dividend 
has been pa«;sed ovei 

The production of billets at 
Nagpur and ol idled pio 
duct« al lhanc iinieased by 12 
pel cent The ordei book posi¬ 
tion as at the end of March 
1981, stood al 2,621 tonnes 
valued at Rs 4 87 ciorcs com¬ 
pared to 2,100 tonnes valued 
at Rs 3 75 ciorcs a yeai ago 

The ban on import ol high 
speed steel b> Ihc Govern¬ 
ment still exists but the Gov 
ernment continues to permit 
import in the ratio of J 2 
against orders placed on the 
indigenous manufacture! s 
The company has the CMpa- 
city to increase production ol 
high speed steel to 600 tonnes 
per annum The Directors 
anticipate that the turnover 
and profits for the curient 
year should impiovc. Margins, 
howevci, are expected to be 
under pscssuie due to higher 


cost of inputs and increased 
expenditure 

Chemicals & Plastics 

Chemicals and Plastics India 
has announced a higher equity 
dividend of 16 per cctif, for 
the year ended Maich 1981 
against 15 pei ccnl in the pic- 
vious year The company's 
gloss profit during the \cai has 
declined slightiv by about 4 
pci cent, fioni Rs 2^7 <>1 lakhs 
m 1979-80 to Rs 228 62 lakhs, 
though s lies during the yeai 


have increased by about 44 per 
cent, fiom Rs 14.75 crores to 
Rs 21 20 crorcs After provi¬ 
ding Rs 67.50 lakhs (Rs 51.67 
lakhs) for dcpicciation, Rs 42 
laks (Rs 21.60 lakhs) tor in- 
veslmcnl allowance leseivc and 
Rs 34 50 lakhs (Rs 87 lakhs) 
foi tixation and aitei making 
some ad)iishncnts, there is a 
suipliis of Rs 84 94 lakhs (Rs 
95 61 lakhs) The proposed 
dividends will absorb Rs 27 91 
Jdkhs (Rs 26 17 lakhs) A 
sum ol Rs |4 7Slakhs(Rs48 


lakhs) has been transftf red to 
general reserve. * 

Production of PVC rcsii^'* 
duiing the year was 12,10^ 
tonnes against 10,872 tonnes^ 
m the pievious year. Produc- •! 
tion operations were again 
hampered by severe difficulties 
eiicountcicd in obtaining raw 
mateiials and power cuts. 
Production of pipes, however, 
registered a good improvement 
at 6,744 tonnes. The com- g 
panv's alcohol plant produced ^ 
65 38 lakh litics of alcohol. 


are you a small investor 
in company shares ? 
then you can get your 

DIVIDEND 
without any 
TAX 

DEDUCTION 


If you are not a company and youi 
total income including the cl'/idcn*J is 
likely to be less than the m.n.mum 
liable to income-tax in the case of 
individuals Hindu undivided familie , 
firms association of porsons body 
individuals and artificial lundical persons, 
you can get the full amount of the 
dividend declared by the company 
without deduction of any tax at source 


HOW ? 

Apply to your I T 0 in Form No 14 for 
issuing a certificate authorising the 
company whose shares are held by you 
to pay to you such dividends without 
deduction of tax 

OR 

If the dividend to be received from any 
company is less than Rs 250 SEND to 
every such company a declaration 
(in duplicate) m the prescribed Form 
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See for yourself 
the sparkling lift 

gives to 
your home 

The gleam and the sparkle of 
silver, Its distinguished look and 
Its elegant simplicity— 
this is what you get when 
you buy MINDALIUM ware 


HtNDAUUM ware 
makes cooking a pleasure, 
eating a delight. 
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• Phenyl Peri Acid 
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Jjiy 29 

Mrs Ganilhi said that lay offs aad 
lock-outs also came under the purview 
of the Ordinance piohibiting strikes in 
essential services She explainctl that 
any conduct likely to result in cessation 
or retardation of work would be punish¬ 
able 

Talks began in London between India 
and the IMF on India’s application fer 
a substantial loan from the IMF’s* En¬ 
larged Excess Facility 

July 30 

The former Iranian President, Mr 
Abolhessan Bam Sadr arrived in France 
^,^nd was granted asylum 

Four to Five thousand Iranians were 
fearud dead in an earthquake in southern 
Iran. 


The Govurnnunf of India decided to 
canalise the cxpoti of barlev through tlic 
STC Exports w II be allowed on a hrst- 
come first-se no hisis without minimutn 
price restiiclions 

July 31 

President Da^^ada Jawara of Gambia 

was ovcrthiown lu a leftist coup while 
he was m LniUnd for the RonuI 
wedding 

A central agmey to promote self- 
employment ol unemployed technical 
man-powei was iccommendcd by the 
Scientific Atlvjson Committee to the 
cabinet 

China disclosed that Mr Yang Shang- 
qun, former mayoi of Canton and a 
political ally oi Mi Deng Xiaoping, has 
been appointed Secretary-General of the 
Military Affairs Commission. 

India and Nigeria agreed to expand 


industrial and technical cooperation in a 
number of sectors 

Reserves of about 250 million tonnes 

of coal wcie found in K-ubrnharjuii area 
of the Sinthal Paiganas, District Bihar 
by the Creologicdl Suivc> of India, 
fourteen coal scams, their thickness 
langing between 1 12 metres to 18.42 
metres, were also discoxercd 

August 1 

riie t«ilks on the termination of 1963 

Indo-US Nuclear Co-operation Agrce- 
nunl ended 

Indian Airlines raised its fares by 12 

per cent 

The I ni^crsih Grants Commission 

announced a nev\ p dicy for the dcvelop- 
meni ofhndici education in the next 10 
to I years 

Senegal troops entered (Gambia in u 

move to toil the coup bid by the left 
win^. 

August 2 

llic \ ICC President Mr llidavatullah, 

asked the Gtweinment not to hesitate in 
reducing the tax rates 

The IS Congress yesterday passed 
Piesident Reagan’s budget 

August 3 

Tile Union Government amended Rule 
JO ot the Press ( ouncil Rules, 1979 
effecting an upv\ard lesision of rates of 
fee levied on registeied newspapers and 
periodicals bv ihc Pi ess Council of 
India 

Thi MMTC jacked up its selling price 
fof lead, nickle and tin The price rises 
are m line with market expectations 
Notes 10 circulation registered a fur¬ 
ther decline of Rs 278 67 crores (to 
Rs 1,^9S cIo^e^) during the week ended 
July 24 

August 4 

The Government indicated its willing¬ 
ness to advance cut-off year from 1967 to 
1966 to facilitate a settlement of foreign 
nationals issue in Assam 

The LTTDC finalised arrangements 
for the export of 12' TV sets to the 
USA 
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From the IMF, with Love 


Ir PR I-ss reports are to be believed, four billion dollartt from the 
International Monetary I^'und are as good as in the bag. The 
negotiations in London last week apparently ended amidst 
back-slapping and bonhomie. But the negotiators will soon 
bavc to face up to some rather less jovial protests back home. 
It is no secret that loans from the Fund’s extended facility are 
conditional on the recipient satisfying the requirements of the 
IMF', which usually include elements like devaluation, a liberal 
import and investment policy, the active promotion of exports, 
and a slashing of subsidies that swell budgetary deficits. If and 
#ben the IMF loan comes through, there will be no dearth of 
Opposition politicians who will howl from the roof tops that 
ttie country’s honour has been sold to the IMl*" for four billion 
dollars. 

Wc need to ask two critical questions: (I) Do we really 
need such a large loan from the FMb 7 (2) What are the 
conditions that wc can accept as reasonable ? 

The first question is not easy to answer, as medium-term 
predictions of the economy have so frequently been wide of 
the mark in the past. India has not chosen to ask the IMF 
for a loan from its first or second credit tranche, as such loans 
would be short term arrangements repayable in 12 months or a 
little more. India sees a medium-term structural problem in 
its balance of payments, and has therefore asked for an 
extended facility loan, which is repayable in four to eight years 
(ten years in exceptional cases). Do wc really need four 
billion dollars to tide us over the next four years ? 

If I9S0-SI is anything to go by, the answer is “no”. In 
1980*81 our foreign exchange reserves fell by Rs 1.300 crores 
(excluding IMF drawings). But this was the year of the 
Assam agitation which badly hit domestic production of oil 
and fertilisers. The loss in pn)duction which had to be made 
good by imports has been estimated at no less than Rs 1,175 
crores by the Finance Minister. Now that the Assam agitation 
has ended, and Bombay High output is shooting up, there is 
going to be a big drop of at least Rs 1,000 crores in oil 
imports in 1981-82. Imports of fertilisers, steel and aluminium 


will also drop sharply. Hence even with the decision to import 
wheat, sugar and additional quantities of edible oil, the current 
import outook does not appear so bad. On the other hand 
exports setm certain to rise from Rs 7,100 crores last year to 
at least Rs S,(X)0 crores (the Government's target of Rs 8,400 
crores looks lather ambitious). Other things constant, wc 
should more than make good the gap of Rs 1,300 crores 
registered last year. 

Unfortunately, other things do not always remain constant. 
Instead of the reserves stabilising, they have continued to fall 
at the same rate as last year (a little over Rs 100 crores per 
month). In the absence of trade data, one can only speculate 
on the reasons for this. Remittances from abroad might have 
tapered off. In the past, remittances have sometimes fallen 
for short periods only to grow with renewed vigour later. There 
must be a fair chance, that this will happen again. However, 
the gloomy prophets who have often declared that remittances 
have reached a plateau will prove right one day, and that day 
might just have arrived. In that case the Government’s 
medium-term fears arc justified. But the evidence is far from 
clear-cut right now. 

In the medium term, our domestic oil production is 
going to shoot up to something like 27 million tonnes by 
1984-85, against barely 11 million tonnes last year. This will 
certainly result in a lower volume of oil imports. And if we 
are able to tackle our basic problems of infrastructure there 
is no reason why the production of items like cement, rtfcci 
and coal should not improve dramatically, turning India from 
an importer into an exporter. Already there is a glut in 
several varieties of steel, and coal is piling up so rapidly at 
pitheads that exports are once again being talked abou^ 

Given this scenario, the Government seems to be exces¬ 
sively pessimistic in its assessment of India’s needs. On the 
other hand there is no harm in taking the IMF’s money 
provided it does not entail undue economic slicrifice on our 
part. 

The key question remains, what should be the conditions 
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of the IMh which we can accept as reasonable'^ Given the 
far from disastrous condition of our balanc'C of payments, wc 
are not desperate seekers of credit and can afford to resist 
renditions that we regard as excessive But as il happens 
India's policies arc very much in line with standard IMF pies 
criptions We have pledged in the Sixth Plan to raise public 
sector prices to realistic levels, to slash subsidies, to give a 
boost to exports, to contain deficit financing, to miiniam 
liberal imports and to impose monetary discipline In piactic^ 
not all these pledges have been fulfilled, but most of them have 
been given added strength by the latest anti inflation paekai'c 

Two shoilcomings stand out like a soic thumb One is the 
food subsidy, which has defied all pious intentions and anotlici 
IS the resort to high import duties, which aic at least piriK 
motivated b\ the need to protect local industry, and iIk 
rising subsidy for exports It would be far more logic 1 1 to 
d-'^valuc the lupec thus automdticalI> making exports nuui 
'•v^iinpctitivc and imports less so It is worth iccalling th il ilie 
ixport boom of 1972-77 was fuelled in consideiablc inci me 
Dy the steady d prccidtion of the rupee, which floated d(>\ n 
With the weakest cuiicncy in sight—the pound stcilmg \\e 
once again need to float down after a 5s pci cent ineiease in 
domestic prices in the last 30 months This inflation li is 
seiioiish eroded our international competitiveness 1 oui 


Fuel for 

Il IS nice to sec that India and the USA hive po]itcl> a ie».d 
to stop flogging a dead hoise and conccntiate instead on liow 
^ to get nd of the carcass Just how this is to be done will b. 
^N-tiscusscd at the n:xt -and final—meeting bjlwccn the two 
countries at Washington a few months from now At the h t 
round of talks at New Delhi, which concluded a few dus i o, 
the subject of resumption of enriched uianium supplies was n >l 
raised This should cause no surprise because with both c )unli ^ > 
rigidly insisting on ihcir respective stands, it would have bun 
a waste of time to have gone over giound covered picviousl> 

1 wo questions atisc now First, why could not Mi Rc i m 
authorise shipments as Mr Carter had done'? fhcanswci i> 
simple : India figuies only maiginally in his long term sirat > 
and, as such, thcic is no reason why he should be accommod Lting 
or cooperative The Reagan administration's piimc preocLU 
pation IS with the Soviet Union and it operates accordin H 
Thus, an act which helps India, if it does not simultaneously 
harm the Soviet Union, is considered unnecessary 

Second, how will India piojcct the episode ^ It could 
allow the whole thing to be forgotten Alternatively mil 
more probably—India will seek to project America as the 
villain of the piece It has good reasons foi doing so, not all 
^connected with the supply of fuel foi Taiapur which it can gd 
from elsewhere or produce domestically The immediate pio- 
vocation lies m the F-16 deal with Pakistan and the gent ral 
US policy of supplying arms to that country 


economists in India foday have estimated that our compefilive- 
ness, calculated as the export piicc index divided by the import 
price index (minus oil), has declined by 50 pci cent in the last 
five years One may question the yardstick these economists 
have chosen, but there is no doubt at all that our competitive* 
ness has been eroded Jn these circumstances exports cannot 
fJouiish unless we follow a nioie aggicssive exchange rate 
policy Devaluation will permit us t*) continue with our liberal 
import policy and >ct afloid protection to domestic producers 
thiough the consequential rise in impoit prices 

If the I Ml asks us to devalue by sav 10 pci cent, wc should 
have little hcsilatioii in doing so Indeed we should have 
done so on our ovsn even bcfoie approach'iig the I Ml 

Howcvei wc should lesist IMI picssurc to abolish the 
food subsidy altogether Because of the big hike in fertiliser 
and diesci puces, agiicullural puces arc rising fast and will 
have to continue to rise if farmcis arc to be peisuadcd to go 
in for costly inputs Thus even if the subsidy is not cut, the 
consumer will still Iiavc to pav quite a bit moic Given ihe 
Iunaway inflation of the past months, there is a good case 
for continuing to give him protection On the othci hand 
theic IS I LI St as strong i case for icvismu the i at ion system, 
weeding out millions of bogus lation caids ind limiting 
subsidised Ialions to lowci income groups 


Tarapur 

The entile business is pait of the pattun of Indo-US 
relations that has emerged over the ^lais The woild s lamest 
and second hugest democracies seem to ague less often than 
could be reasojidbl) expected This is ilso true of ih world’s 
liiigesl and second Ingest autocracies ( lima and the Soviet 
Union 

Tnc two countiies having igiccd to cli’^auLC will nciw 
carry on doing what thev have nitciulcd doing all along The 
US will cut ofl supplies of cniiclicd urtinium and India will 
lefusc to subjCk.t Itself lo any inspcLlion oi siRguiid arrange¬ 
ments The Lxtcrnal Sft.iiis Mjnistiv spokcsmins comment 
in this context that * we do not wish to icpcat the same mistake 
twice” IS mleiestint' lie was letcrnng to a question whclhei, as 
m the case of Raj isthan Atomic Powci IM int where India 
continued to honoui the s iflgu iiJs poition of tiK igreemeot 
With the Canadians even after C in ida’s cinccllation of nuclcai 
supplies India would abiile by the sakguaids it I anjmi 

All these wi ingles raise a basic question- what does 
America want ^ Would it not be much bcttti fo the Amciicans 
to follow a policy of cooperati >n with India ritlKi than that 
of confiontation, however limited ’ lor, regiidicss ol what 
Ihey might do now, if India wants to develop its nucleu capa¬ 
bility furthu, iheie IS nothing that they cm do about it In 
that sense, tlieicfoie, thcir unwavering adherence to the letter 
of law—while the spii It has alicady been violated—seems not 
only churlish but also short-sighted 
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1 cANNOi understand why the Govern- 
ment is putting so much effort into 
raising four billion dollars from the 
IMF when, if press reports arc to be 
believed, we can get three limes that sum 
s^nply by offering a few more Harijans 
f\yr conversion to Islam. Wc have been 
*cd with stories of an Arab plot to flood 
India with petrodollars in the cause (jf 
Allah. The London-based Islamic Cultu¬ 
ral Centre has been reported as saying 
that fifty Harijan families have been con¬ 
verted through the grant of four lakh 
rupees for an agricultural project, which 
works out to Rs H,000 per family. Ap¬ 
parently the target is to convert 80 million 
Harijans, or say 16 million families. The 
cost, pro rata, comes to a cool 15 billion 
dollars. So who needs the IMF ? 

This line of thinking should be hailed 
by aU Indian leftists, who arc apoplectic 
,y'«4he very thought of asking an Amcri- 
dominated institution like the IMF 
for money. They warn that the IMF will 
impose all sorts of dirty capitalist condi¬ 
tions bcfoic giving a loan, such as de¬ 
valuation or the abolition of subsidies. 
The Arabs, on the other hand, ask only 
that we embrace Islam, which is doubtless 
much more acceptable to the leftist cons¬ 
cience. The inflow of Arab money will 
enable our leftists to upvalue the rupee 
instead of devaluing it, and to increase 
subsidies instead of reducing them. All 
workers will welcome the inflow of Isla¬ 
mic dollars, as it will fulfil their dream 
of getting rich without doing a stroke of 
work. Middle class housewives will be 
able to satisfy their craze for imported 
goods to the hilt. Smugglers and black- 
rketeers will be put out of business by 
ample availability of every kind of 
commodity. 

Of course, there are many salient ob¬ 


jections that one must raise to the scheme 
of the Islamic Cultural Centre. It is 
gross discrimination for the Arabs to 
attempt to convert only Harijans. We 
must insist on an equitable distribution of 
conversions among all castes, with spe¬ 
cial quotas for economically depressed 
classes. And, being a secular State, we 
must offer Christians, Jains, Parsces and 
Jews for conversion as well. 

A N even more serious objection to the 
reported scheme is that it is far too 
modest. It aims at converting only 80 mil¬ 
lion people, which will still leave India 
with a Hindu majority. This makes no 
sense at all, and wc must insist on the 
conversion of at least 300 million Hindus 
in order to ensure that we have a Muslim 
majority. This will ensure that wc get 
cheap oil for as long as the Gulf oilfields 
last. It will also bring in Rs 50,000 
crores of conversion money. A sum of 
this size is gargantuan even by Saudi 
Arabian standards. But nothing is too 
expensive in the cause of Allah; and vve 
can always offer a 25 per cent discount 
and a tcn-ycar credit for a really big con¬ 
version programme. 

Time is of the c.ssencc. The Islamic 
C’ulturaJ Centre appiJrently aims at con¬ 
verting one million Harijans per year. 
At this rate it will take 300 years to get 
a Muslim majority in India, which is quite 
pointless. Wc need a Muslim majority 
while the Gulf countries still have oil, 
which means right now. Normal methods 
of conversion are fiu too slow. Even if 
wc assume that we can convert one Hindu 
every second, it will take nine years to 
convert 300 million of them. This is far 
too slow a process. Hence the only way 
to accomplish it quickly is, through a 
Government ordinance. Mr Sanjiva 


Reddy will be appointed the Shahi Imam 
of Rashtiapali Hhavan to qualify him for 
issuing such an ordinance. 

/^pposmoN parties will hail the Islamic 
^^rcvolution as it w'ill force Mrs Gandhi 
out ifl' oflicc—no respectable Islamic 
country can have a fcnvilc Prime Minister. 
But this need cause no real dismay in 
(^mgress circles, as Mr Rajiv Gandhi is 
already being groomed to take over. 

The External Affairs Ministry will be 
overjoyed, as India will automatically 
become the leader of the Islamic world by 
virtue of its giant population. Thereafter 
no Gulf country will oven bother to look 
at Pakistan, and President Zia will be 
forced to hand over his Islamic bomb to 
Mr Rajiv Gandhi as the true leader of 
the Islamic world. 

In view of all these advantages, I am as¬ 
tounded at the resistance of the BJiaratiya 
Janata Party and some others to mass 
conversion. They claim that no amount 
of petrodollars can ever shake their 
Hindu faith. C’omc come, let us not be 
short-sighted. Over the centuries Hindu¬ 
ism has absorbed and incv)rporatcd the 
ideas of dozens of oilier creeds, so flexible 
is Hinduism. If India bcctmics an Isla¬ 
mic State through ordinance, the end re¬ 
sult will really be the llinduisation of 
Islam itself. And since India will be the 
leader of Islamic world, a sort of Ilinduis- 
cd Islam will hold sway all the way from 
Morocco to the Philippines. It will be a 
cultural conquest unrivalled in world his¬ 
tory, and of which no Hindu emperor 
could have dreamed. Let us not look 
upon petrodollars as a dastardly device 
to convert Hindus to Islam. Let us see 
it as an even more dastardly way to con¬ 
vert Islam to Hinduism. 

—Swaminatiian S. Aiyar 
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In the Nation 


The Steel Scene: Radical Change 


Thk lncouragino ttends in steel pro¬ 
duction witnessed during the past 10 
months have created a ticklish situation 
for the industry. The Chairman of the 
Steel Authority of India (SAIL), Mr K.C. 
Khanna, hinted at a press conference 
in Calcutta early this week that the 
Union Government would have to revise 
its «tnport policy in view of increased 
production and the accumula- 
' ion of sizeable stocks of saleabV steel. 

Whereas the lemarkable tum-round m 
the production of saleable steel by the 
SAIL units after October List, culminating 
in record yield in March, helped the 
output during l‘>80-81 to exceed, though 
marginally by 1,54,000 tonnes, the pre¬ 
vious year’s output of 4.592 million 
tonnes, the steady improvement that has 
been maintained during the first four 
months of the current financidl year has 
created some imbalances vis-a-vis 
demand. The five public sector units at 
Bhilai, Rourkcla, Durgapur, Hurnpui 
i(ira Bokaro have produced during these 
sAfur months 30.7 per cent more saleable 
Acel as compared to the corresponding 
period last year, the actual production 
by them by July-end being 1.7 million 
tonnes, about 400,000 tonnes more than 
during April to July, 1980 The avail¬ 
ability of steel during these months, 
taking into consideration the domestic 
production from all sources—the SAIL 
plants, TISCO and the mini steel plants— 
the canalised imports and the carry-over 
stock from the previous year, has been 
3.2 million tonnes—approximately 23 
per cent more than a year earlier. Since 
imports of billets have been put on the 
Open General Licence, sizeable, shipments 
of steel in this form have been effected 
for the benefit of re-rollcrs. Imports 
against replenishment licences also have 
rtleen effected over and above the canalised 
imports. The overall supply of steel, thus, 
has become quite comfortable. 

The consumption, on the other hand, 
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has n )t shown any marked improvement. 
The result has been that about 700,000 
tonnes of saleable steel has accumulated 
in the stockyaids and at the plants of 
SAIL alone Thi> exceeds the normal 
slock by about “^OO.OOO tonnes. As pro¬ 
duction IS expected to pick up further 
after the monsoons, the industry fears 
(hat the slock position will aggravate, 
unless consumption goes up markedly. 

Drop in Prices 

The comfoi table supply position has 
brought down the prices of almost all 
categories of s»cel, the most significant 
drop of Rs 1,000 per tonne having 
occurred in the open market prices of 
cold rolled piodutls. The prices of bars, 
rounds and squaies too arc reported to 
have softened In Rs 300 to Rs 400 per 
tonne, tiiough tliey are still slightly 
higher than the sale prices of SAIL. 
Since construction activity is particularly 
at a low ebb in the rainy season and 
receives impetus after September, the 
situation in legaul to these categories 
should improve substantially in the 
coming months. Knowledgeable circles 
feci that th: ctonomics of mini steel 
plants need not be affected very much, 
provided, of cou.sj, the availability of 
cement is reasonable. The SAIL plants 
have been somewhat controlling their 
production of bais, rounds and squares 
so that no undue upsets arc caused to 
the production plans of re-rollcrs and 
SAIL stocks lem.iin within reasonable 
limits. The demand from re-rollers foi 
domestic billets, of course, has slackened. 
But the main icason for this is stated 
to be the sub>t,intial cheaper imports 
under OGL. The setback to their pro¬ 
duction, if at all, might have been only 
marginal. 

The plea of SAIL for a revision in the 
import policy of steel has its genesis in 
the above developments. If consump¬ 
tion does not pick up satisfactorily, it is 
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feared that about 100,000 tonnes of 
various categories of steel, including 
billets, might have to be exported. If 
exports are at all resorted to, preference, 
it is understood, will be foi exporting 
value-added rolled products. Exports 
of billets will be considered only if their 
stock accumulates unduly. The current 
steel situation, incidentally, appears to 
be indicative of excessive indenting by 
consumers, not excluding governmental, 
in periods of scarcity 

The increase in the prices of various 
categories of steel and the lifting of 
control on the prices of billets, bars 
and rounds last yeai, along with the 
improvement in production afiei October, 
of com sc, has enabled the SAIL to wipe 
off the staggeiing deficit which it faced 
at the end of Scptembci last. The SAIL 
IS expected to close 1980-Sl with a 
modest profit of Rs 1.4 crores. The 
deficit during the first half of the year 
had been estimated at Rs 131 ciores. 

Indo-Nigerian 

Collaboration 

E('ON()Mir rooPLRAiioN between India 
and Nigeria should receive substantial 
filipasa sequel to the deliberations of 
the last week's meeting in New Delhi of 
the Joint Commission set up by the two 
countries to promote not only the two- 
way trade but also economic and techni¬ 
cal collaboration, India’s assistance for 
the development of Nigeiia, on which 
$150 billion are to be spent by 1985, has 
been sought virtually in every sector of 
the economy—agricultural, industrial or 
infrastructural. India has already assist¬ 
ed Nigeria in a significant manner in its in¬ 
dustrial and infrastructure sectors. Colla¬ 
boration in agricultural and rural develop- 
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ment is envisaged on a large scale for ihe 
first time. 

The genesis of greater cooperation bet¬ 
ween the two countries lies in their belief 
that the developing countries themselves 
can assist each other a gicat deal. Indian 
technical know-how is considered more 
suitable from the point of view of as¬ 
similation. 

Of the 38 effective Indian joint ventures 
in Afiica which weic either in production 
or at advanced stages of implementation 
at the end of 1*^80, approximately one- 
third were in Nigeria in such industries 
as light engineering, paper, arc welding 
and electrodes,'drugs and pharmaceuticals, 
asbestos cement, machine tools, polyester 
and nylon yam, waste cotton yarn blan¬ 
kets, power transmission and shipping. 
India has also helped Nigeria m improving 
its railway system. Coopciatjon in this 
field will increase substantially if the bid 
of the Indian Rjiilway Construction Com¬ 
pany (IRCON) for laying a 140 kms. 
standard gauge railway line there succeeds. 

Large-scale Assistance 

Assistance to Nigeria has been provided 
both by public and private sector under¬ 
takings. Besides IRC ON and Rail India 
Technical and Economic Services (RITfcS), 
the other public sector undertaking help¬ 
ing Nigeria is the Hindustan Machine 
Tools, 'ihe piivatc sector undertakings 
which have gone in for joint ventures in 
Nigeria include Birla Brothers, Scindia 
Steamship. Modipon and lhapars, the 
most impoi tant among them being Birla 
Brothers wlu) w'erc the first to venture 
and set up a light engineering project on 
a minority equity paiticipation basis as 
far back as 1%5. Currently, they have 
also a project lot pioducing asbestos 
cement and u managerial conti act to run 
two papci mills, the capacity of one of 
which is being expanded five-fold at an 
investment cost of million. Birlas 
are also associated with the Pan African 
Consultancy Sei vices and w'lll be moni¬ 
toring along with MECON (a public 
sector consultancy oiganisation) the set¬ 
ting up a steelwoiks in Nigeria with 
Russian assistance. 1 hey intend soon to 
branch out into assisting Nigeria’s agri¬ 
cultural development. Discussions in this 
regard are stated to be on. 


At the last week’s session of the Joint 
Commission, the two countries have 
agreed to expand industrial and technical 
cooperation in such sectors as mining, 
small-scale industries, telecommunications, 
electronics, machine tools, transport, 
petrochemicals, power generation and 
distribution, and other engineering indus¬ 
tries. In the agricultural sector, exchange 
of information and provision of the ser¬ 
vices of Indian experts have been agreed 
upon to train Nigerians in rice produc¬ 
tion, food processing, post-harvest tech¬ 
nology and development of water re¬ 
sources, livestock and fisheries. Coope¬ 
ration in rural development in general is 
also to be provided by India. Merchant 
banking and hotcliermg are two liclds in 
which the possibilities of cooperation arc 
to be explored. 

Good Scope 

Like Iraq and Libya, Nigeria also offers 
good scope for India undertaking there 
construction jobs in such fields as indus¬ 
try, transportation, power, water supply 
and sewrage. The Nigerian Minister for 
National Planning, Mrs A.F. Oyagbola, 
who led Ihe Nigerian delegation to the 
last week’s dcliberation.s, however, has 
cautioned that Indian businessmen should 
not seek investments in her country ft)r 
profiteering. 

India, of course, will have to compete 
with China in the Nigerian economy. 
China is the other developing nation 
from whom collaboration in economic 
development is being sought by Nigeria. 
To facilitate cooperation with India, an 
agreement on avoidance of double taxa¬ 
tion is being negotiated. 

As regards trade, whereas increased co¬ 
operation should throw up new opportu¬ 
nities for Indian equipment and machi¬ 
nery manufactures, Nigeria has also shown 
interest in importing Indian iron ore. 
India’s exports to Nigeria, mainly of 
manufactured products, increased from 
Rs 27.1 crorcs in 1978-79 to Rs 29.02 
crores in 1979-80. During the first half 
of 1980-81, they went up to as much as 
Rs 20.33 ciores from Rs 8.42 crores in 
the corresponding period in the previous 
year. India’s imports from Nigeria, how¬ 
ever, were just of the order of Rs 2 
crores in 1978-79 and Rs 1.1 crores in 


1979-80. Not much improvement was 
recorded last year as well. The balance of 
trade, thus, is overwhelmingly in favour 
of India. * 4 


Eastern Region: Role 
in Foreign Trade 


At the first meeting of the reconstituted 
Export-Import Advisory Committee for 
the Eastern Region, held m Calcutta on 
July 27, several problems weic discussed 
relating to export and import policies and» 
procedures. The Expoit Commissioner 
of the Government of India, Mr A. Rama- 
chandian, clarified sonic points and assur¬ 
ed members that the Commcice Ministry 
would continue to consider the exporters’ 
difficulties with speed and sympathy. The 
issues discussed included those connected 
with the advance licensing scheme, import 
of second-hand capital goods, release of 
supplementary licences, pioject exports, 
customs clearance and so on The pros¬ 
pects of jute industry were also considered. 
But, surprisingly, the meeting did not deal 
with some of the moie impoitant issues 
relating to the eastern region, such as the 
pioposal of the Government of India to 
delink the Calcutta port from Haldia. 
The implications of this proposal should 
have been examined by the Committee 
and if it felt that delinking would harm 
the eastern region, it should have clearly 
expressed its views. On the other hand, 
if the Committee felt that the opposition 
to this proposal was not bused on sound 
arguments, it should have said so. But 
was it wise to ignore this issue altogether? 

Mr Ramachandraii revealed that the re¬ 
sponse from the eastern region to the 100 
per cent export-oriented scheme had been 
poor. But he did not disclose how many 
applications had been received from this 
region and what were the difficulties faced 
by exporters in availing themselves of the 
facilities offered. The Committee could 
have discussed this matter and offered^ 
some specific suggestions to make this 
scheme more attractive from the point of 
view of the exporters in the eastern region. 
The Chairman of the Committee, Mr 
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A. L. Mudaliar, in his speech, made some 
interesting observations regarding certain 
aspects of export and import policy. He 
;* ^ suggested that imports shcr«ld not merely 
replace local manufacture as they v^erc 
doing in some petrochemical items, leading 
to large-scale inventories. He said that 
the administrative Ministries should 
become increasingly sensitive to the “total 
implications of imports” and that this 
approach was particularly necessary when 
recessionary trends in Europe and 
America were compelling them to dump 
their goods at distress prices in developing 
countries like India. 

As regards the use (>f imported goods 
^s a check on local prices. Mr Mudaliar 
A'^-^rnght that the Government agencies like 
the Buieau of Industrial Costs and Prices 
should be the principal medium through 
which guidelines might be formulated. 
The Cjovcrnmcnt of India should consider 
these suggestions and ensure that the im- 


R. J. Venkateswaran writes 
from Calcutta 


port policy is so implemented as to speed 
up the growth of the economy without 
creating problems for the local industries. 

Mudaliar, however, did notdi.scuss the 

^ problems of the eastern region although 
this was the major objective of the meet¬ 
ing. He only pointed out that the diflicul- 
ties faced by exporters in this region 
should be properly assessed so that posi¬ 
tive solutions could be forwarded to the 
authorities concerned. 

The State Governments in the eastern 
region showed little intcicsl in the first 
meeting of this Committee. Many indus¬ 
trial and trade associations in these Slates 
were also not keen on participating in its 
discussion. This is indeed unfortunate 
since this region accounts for a substan¬ 
tial share in India's exports and imports. 
The Commerce Ministry should sec to it 
that this forum is used effectively for a 
meaningful dialogue so that the region 
can contribute more to the country’s 
earnings and savings of foreign exchange. 
The Commerce Minister should make it 
convenient to be present at this Commit- 
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tee*s meetings so that it will help to create 
more interest in its proceedings among 
the State Governments and the associa¬ 
tions of industry and trade. 


ESO Not Essential ? 


Thh Wfst Bengal Cabinet passed a reso¬ 
lution on July 28 urging the Government 
of India to withdraw the Essential Services 
Maintenance Ordinance. The resolution 
said that the ordinance constituted a 
severe attack on the rights and privileges 
of workers and employees in the Central 
Government services and undertakings. 
It described the Centre’s decision as “an 
unprecedented move in an authoritarian 
manner”, and pointed out that such pro¬ 
visions as summaiy trials militated against 
all principles of democracy. It expressed 
concern at the possibility of the .scope 
of the ban being extended to othci ser¬ 
vices and public sector undertakings. 

West Bengal's opposition to the ordi¬ 
nance is understandable since the Stale 
Government has always been a staunch 
champion of the rights of workers. In 
the last four years, it has done a great 
deal to enhance the wages and other 
amenities of a large number of workers 
in various industries. But at the same 
time it has not been able to evoke their 
whole-hearted loyally and cooperation 
even in a vital sector like power. In a 
statement that he made in the Assembly 
on March 2^ ihis year, Mr Jyoli Basu 
said that vcr> soon all the four units at 
Santaldili w^oiild be operational but the 
only question to be considered was whe¬ 
ther the woikcrs would sincerely cooperate 
in operating these plants. He disclosed 
that there were some misguided elements 
in Sanuldih who tried to obstruct wor¬ 
kers, neglected their duties and even pre¬ 
vented others from working. He rcgi ci¬ 
ted that though all the bona fide demands 
of these workers had been granted, there 
was still dereliction of duty. He suggest¬ 
ed that steps should be taken to isolate 
such workers in order to prevent an ad¬ 
verse effect on generation. Mr Basu 
visited Santaldih on July 12 but he could 
hardly notice any improvement in discip¬ 
line. In fact, the supply of power in the 
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State greatly deteriorated in the latter 
half of July. 

The labour situation in Calcutta port, 
the banking sector, teiccommunications 
and other Central services in West Bengal 
continues to be far from satisfactory. In 
these circumstances, how docs the State 
Government propose to produce a climate 
congenial for promoting massive invest¬ 
ment which is urgently required for the 
creation of vast opportunities for employ¬ 
ment ? It is all right to defend the 
democratic rights of workers and to pro¬ 
mote their wclfiirc in various w'ays. But 
whut steps arc being taken to ensure 
that the workers do their best to 
improve production and productivity ? 
How does the Left Front Ciovernment ex¬ 
pect to check the acute intcr-union rival¬ 
ry which is doing immense harm to the 
growth of the Stale’s economy ? 

Instigated Trouble 

Mr Jyoti Basu and his colleagues there¬ 
fore should not merely criticise and con¬ 
demn the provisions of the ordinance, 
without, at the same time, taking effective 
measures to instil a sense of discipline 
and dedication among workers and pre¬ 
vent them from being exploited for poli¬ 
tical purposes. It is well known that 
most of the labour troubles in the Calcutta 
port which look place in I‘)77 were insti¬ 
gated deliberately with a view to para¬ 
lysing Its operation. In that year the 
port could not work for nearly 183 days 
because of strikes by various categories of 
workers like general-purpose mazdoors, 
dock gale operators, baigcmcn, launch 
crew and others The strikes that took 
place in the julc industry in recent years 
were also mostly motivated by political 
considerations It is, of course, true that 
employers have not always behaved in 
an enlightened manner and dealt with 
workers’ grievances with speed, sympathy 
and understanding. There have been in¬ 
stances where employers have allowed 
selfish and short-term considerations to 
influence their attitude to their workers. 
It is therefore the responsibility of the 
Government to see to it that both em¬ 
ployers and employees always maintain' 
cordial relations without allowing out ' 
siders to intervene with political motives. 

Incidentally, it is interesting to note that 
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'iSloutli Korea has recently imposed curbs 
on trade union activities with a view to 
improving production and promoting ex¬ 
ports. Banks have been directed not to 
give loans to companies which raise wages 
more than 10 per cent to 15 per cent dur¬ 
ing this year. The Asian Wall Street 
Journal said rn its issue of July 24 that 
this move represented “a considerable 
j lever in a counliy where most companies 

8 depend heavily on bank loans”. The paper 
revealed that one trade union had been 
I disbanded as **a public nuisance” while 
I other unions had been deprived of a great 
I deal of their power to harm the country’s 
interests. 

k Some of the provisions of the Essential 
I Services Maintenance Ordinance certainly 
r appear to be drastic But when parties 
\ do not hesitate deliberately to paralyse 
( the infrastructure in order to gam political 
objectives, how else is the situation to be 
dealt with effectively ? 




‘ Fous on 

i Tea Industry 

? --- 

SiiBSrANiiAL CUT in excise duty, reduc- 
; tion or removal of excise levy on packet 
^ tea and suspension of sales tax on auc> 
, tion teas are among the measures re¬ 
commended at the two-day national meet 
, on tea industry which concluded here on 
Tuesday However, these concessions 
should be valid for the next three years 
I (1981-82 to 1983-84) only, it was lecom- 
I' mended 


I 


The national meet, convened by the 
Commerce Ministry to consider steps to 
revitalise the tea industry, was presided 
over by the Commerce Secretary, Mr 
P.K. Kaul, and was attended by represen¬ 
tatives of the Union Government, the 
tea producing State Governments. 

The meeting also recommended that 
agricultural income-tax and other local 
taxes should be substantially reduced by 
respective State Governments and if there 
is any difficulty in reducing tax liability 
under any particular law, appropriate 
reliefs should be giantcd by suitable 
adjustments under other laws. 

Another recommendation was that 
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indirfct taxes paid on exports should be 
refunded and the procedure for draw¬ 
backs simplified. 

Moreover, the industry should be 
enabled to pay advance income-tax on 
the basis of income estimated to be 
generated during each quarter. 

In view of the agricultural nature of 
operations, the credit requirements of 
the industry should be fully met by the 
financing institutions at concessional 
rates of interast for the next three years. 

Discussions should be held with the 
railway authorities for providing faci¬ 
lities to transport coal to tea gardens. 
To facilitate this, the industry should be 
allowed to move coal from pitheads to 
railheads. 

Facilities should be provided foi move¬ 
ment of tea in less than a train load, 
that is, in smaller number of wagons as 
well as in containers. 

The meeting wanted the tea industry 
to give priority to cxpoits so that the 
targets fixed are achieved. The industry 
was told to produce better quality tea 
so as to icalisc remunerative prices. It 
was also urged to plough back more of 
its retained earnings for improved pro¬ 
duction and research and development. 

A proper marketing system with an 
appropriate reporting and monitoring 
mechanism for the industry was also 
suggested. 

Briefing newsmen, the Commerce 
Secretary, Mr P.K Kaul, admitted that 
fall in tea prices at auctions was not 
leflected in letail puces. 'Ihis was due 
to the fact that the Civil Supplies 
Department was “very ineffective” 

Tea producing Slates have been told 
to considci constituting consultative 
committees with a view to having periodic 
and regular dialogue with tlie tea industry 
on its problems. These committees may 
consist of the respective Guvcniments 
and the industry. 

At the meeting, the Commerce 
Minister, Mr Pranab Mukherjee said that 
whereas the Centre had provided several 
concessions to the tea industry, the 
State Governments had raised the level of 
taxation on the industry. Moreover, 
fresh levies in various forms had recently 
been introduced. 

Mr Mukherjee said the tea industry 
appeared to be bearing a particularly 


heavy burden as the price of tea had 
not kept pace with escalating costs. In 
fact, tea prices in the various auction cen¬ 
tres had been showing a declining trend. 

According to a rough estimate the 
cost of production per kilogram of tea 
was around Rs 15 in Assam, Rs 14 to 
Rs 14.70 in the Terai, Dooars, Cachar, 
Kerala and Tamil Nadu It was reported 
to be over Rs 30 in Darjeeling. 

Mr Mukherjee said tea gardens had 
often gone sick because of negligence. 
The Government, he said, was not going 
to follow a policy of “take-over” of 
sick gardens. 


Export Market 
Development Aid 


Thi Cinirai Board of Direct Taxes 
has cniaiged Ihc lisl of pci nutted activities 
eligible for the expoil markets development 
allowance. 

A notification issued to this effect has 
added the following activities to this list' 

(1) The conducting of pre-investment 
surveys, preparation of feasibility reports 
oi project reports at the written request of 
the Union Government oi the foreign 
party. 

(2) The maintenance outside India of a 
warehouse for the promotion of the sale 
of goods. 

(3) The maintenance of a laboratory or 
othci facilities for the quality contiol or 
inspection of such goods. (However, the 
expenditure on this activity which quali¬ 
fies for weighted deduction will be restrict¬ 
ed to the amount which bears the same 
proportion as the export sales to the 
total turnover of the business in respect of 
which such a laboratory or other facilities 
are maintained.) 

(4) The purchase of foreign trade peri¬ 
odicals or journals related to the business 
of the taxpayer. 

Under the existing provisions of the 
export markets development allowance, 
domestic companies and non-corpoate tax¬ 
payers resident in India arc entitled to a 
weighted deduction in the computation of 
their taxable profits at the rate of one 
and one-thiid times the amount of quali¬ 
fying expenditure. 
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BORN 

OUT OF SOCIAL 
RESPONSIBILITY 


Veti OWALIOR RAYONS, 

pioneer manufacturers of 

RAYON GRADE PULP AND STAPLE FIBRE 

in India 

have now entered the field 

of producing 

QUALITY PAPER, 

when the country is facing acute 

shortage of 
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being marketed at 

the most competitive prices. 
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Maharashtra’s Year of Spectacular Achievement 

Benefits of Planned Development to the Poor 


A nt-w ciiJ of prospc'ity :»ml 
planned dcvel<»i^niein eoinnicnccd 
in M.driiMshna on June 9. 1980 

under the mspiiing stewardship of 
the prime MinisUi, .> 1111 . Indiia 
Ciaiidlii and the dym^nuc approach 
of Chief Minister, Shri A R. 
Antulay. I'he Government urgently 
addressed itsell the task of 
giving a more meaningful and 
welfaie-oriented admmistraiimi and 
evolved dynamic strategy lor the 
development mid deployment of 
rcsoiuecs for ilie progress of the 
State and its people. 

A nunibci of h 'Id decisii*ns were 
taken by theC'hief Minister, keeping 
the pooicst ol the poor as the 
focal point of pl.inned development 
The toning u)> of adininisirativc 
machinciy. pioduciion-oncnted 
policies and prompt implementation 
of these policies. g..vc the coiiimiui- 
man a new hope foi a belter 
tomorrow. ..... 

The 2d-poiiil programme initiated 
by the Pume Minister is being 
implemented with /e.il and dedica¬ 
tion. 

Adniiiiistratiori : 

Two new leveiuie divisions at 
Nasik and Amiawali and two new 
(lisincls at Jalna and Sindhudurga 
were cieattd in dcfeicncc to the 
wishes of the people. 

For adnnnistiativc ci»nvenicnce, 
66 additional takikas h.ivc been 
created. 

Special Schemes ; 

The Sanjay Gandhi Niradhar 
Aiuidau Yujiui IS a iiniL|ue scheme 
for providing hnancial assis'ance 
to the pool and the destitutes 
IJndcr this scheme dislnirsemenl to 
the tune of Rs U9,.j.s 0i;0 w.is 
etTccled and a sum of Rs 7,20,(;0,lH)f) 
has been set apait for the current 
linuMcial year 

Under the ‘Sanjiy Gandhi 
Swavalamban Yojna’ a sum of 
Rs 5,22,69,0 0 w.is disbursed to 
young cnlieprcneures and diiiini? 
Ihc curteiit tiniiiicial year Ks 5 
crorcs have been piovided foi 

With a view lo iccognising the 
services cd the dcdic iied persi ns 
in the held of thiee plantation, the 
Slate Government has instituted 
from this year, a unique award 
‘•Vriksha Mm a'* Maharashtra is 
the first and the only Slate in the 
Country t.> institute sucii an award 

Over l.fOOOU school childivn 
will plant a sapling each under 
‘A Tree for Eveiy ( hi Id Scheme’. 

Assi«tniic<' li» Farmers. 

Inoidei to new credit line 

foi small and mirgmal farmers, 
Govcinmcnl decided lo give a 


debt relief of over Rs 46 crores lo 
5 5 lakh farniors in the category. 

A subsidy of 3 was given to 
small and marginal farmers to meet 
tlic increa.sed cost of chcmiciil 
fertilizers. Over 39 lakh farmers 
weic benefited by this subsidy. 

To help the faimcr in getting 
remunerative puces, the purchase 
price of Paddy, Jowar and Bajra 
was increased. 

The recovery of instalment of 
loan during the year and the interest 
thereon is suspended for one year 
in villages where thj paisewarc is 
50/60 paisc or less. 

Land levenue is remitted in 
villages having paisewari of .'0/60 
paise or less. 

Cic.p insurance scheme for 
wheat has been introduced. 

Cotton procurement scheme was 
eonliniicd and guarantee price was 
increased langing from Rs. 90/-to 
Rs 135/- per quintal. 

MoiUipoIy purchase scheme in 
Adivasi areas for farm and forest 
produce was introduced. 

F.t removing legional imlalanccs 
in the matter of allr.„iind develop¬ 
ment, the Maharashtra Govern¬ 
ment have formulated special 
development plans for Vidarbha, 
Maraihwada and Konkan regions. 

Industrial Development: 

Rs . 15(7- croic heavy vehicles 
project providing employment, to 
about 30.000 persons is being set 
up in llhand ira district. 

Rs. .35 Cl ore cellulose nlani to 
accelerate establishment of more 
than 2.5 ancillaiy industn'es will 
also be -set up in Vidarbha region. 

The .15 Point Programme for 
development of Maraihwada includes 
a project by the Meltron. a factory 
( f the Hindustan Machine Tools, 
a facioiy producing small vehicles 
for transport of goods, a plastic 
libre unit and at least one cotton 
mill m piivale sector 
Five sugar facioiics, two cottim 
seed oil nulls and ten .spinning mills 
arc heina c.t.iblished in the co- 
opeialivc .sector 

.A dairy development piojcct 
is b.ung started in Maiathwada and 
tlic OperatiiJn Flood Progiammc 
will be implemented in Aurangabad, 
Osmanabadand Reed districts. 

Fourth unit of 210 MW capa¬ 
city at Parali—Vaijatialh and 12 
MW generation unit at thePaithan 
will he established. 

The 5-point progiammc for 
Konkan development envisages 
the establishment of a Rs 90t)crOfc 
petrochemical project at Usar in 
Raigad district. 

In the sphere of industrial pro¬ 


duction, the Government is con¬ 
centrating on the growth of indus¬ 
tries in backward areas. 

Industrial Peace : 

Conscious that no fionlal attack 
on poverty could be attempted 
unless the stultified industrial pro¬ 
duction in line with farm output 
is made to look up from its existing 
morass, the Chief Minister, Shri 
A.R. Antulay personally plunged 
himself into the task of securing 
the reopening of the strikebound 
and clo.sed down industrial units. 
Starting with big industrial plants 
like the Premier Automobiles and 
Cadbury, as many as 24 units jn 
the Bom bay-Pune indu.strial 
complex have been brought on 
stream, fliis has meant a relief 
lomore than a lakh of industrial 
labour. 

Backward Area IX'vcIopmfnt : 

In Konkan aica, a medical college 
complex with wcll-cquippcd hospital 
will conic up at Lonerc. An 
air-strip will be priwided at village 
Loncrc to f.icilitate speedy coni- 
municafii n. 

Separate irrigation ciiclc cstab 
lished 

Special plan for harnessing rain 
water for generation of power and 
also for irrigation in Konkan 
region. Suitable spots identified 
for hydro-power generation. 

Till the end of March 1981 as 
much as 25,029 hectares of land 
has been restored to 15,359 
Adivasis. 

45,.500 ilwelling houses have been 
completed and allotted to houseless 
persons in rural areas 

An many as 2,180 villages and 
1.871 llanjaii bastis have been 
clcctrilicd and 69,182 agriculture 
pumps energised. 

Irrigation Development ; 

The construction work of Nine 
majoi and medium projects is in 
progie.ss. 54 minor irrigation 
schemes in the State Sector and 
313 minor irrigation schemes in the 
local .sector aie in progicss On 
compiciii n (T all the pn jecis 
under consirucr.on, an additional 
area of 8 ■ .878 heett res is expected 
to be b. ought under irrigation 
service 

A high power committee, ‘Konkan 
Sinchan Vikas Uchhadikar Samit- 
tee* appointed by Government 
has recently linalised master plans 
for development of irrigation in 
Konkuii. 

Urban Housing : 


of 10,000 tenements in Bombay as 
against 6.600 tenements constructed 
during the last ten years. In addi¬ 
tion, a programme of construction 
of 9.0(X) houses in three other 
growth centres of Maharashtra at 
Nasik. Aurangabad and Nanded is 
taken in hand. Already CIDCO 
has constructed 3,6(0 houses. 

Other Schemes ; 

The ceiling cost of construction 
of houses in rural aieas has now 
been enhanced from the previous 
limit of Rs 1,500 to Rs. 2.C00. 

The scheme has been extended to 
'C*class municipal towns, having 
a population of not more thi^n 
15,0(K1, where eligible persons who 
number 12,294 will not only be 
provided house-sites but huts also. 

Under the programme of cons, 
(ruction of hutments fur landles.s 
and houseless a target for constiuc- 
tion of 53,800 huts at a cost of 
Rs. 946 lakhs was fixed for the 
year 1980-81. The target has liecn 
fully achieved. 

Seven milk projects were taken 
up under the Operatien Flood 
programme at a total estimated 
cost of R.s 25.47 ciorcs both in 
Government and cooperative sectors. 
Out of these seven projects, four 
have been completed while remain¬ 
ing three are in progress. 

Over 7,800 relief woiks having 
abjiil 9,36,000 labour potential are 
at present in progress in the 18 
scarcity affected districts. 

Loans and grants-in-aid amount¬ 
ing to Rs. 331.75 lakhs were paid 
to different Municipal Councils in 
the Slate for implementation of 
their development plans. 

25 new cottage hospitals at 
Talukn level in non-tribul area 
and five new cottage hospitals in 
tribal areas having 30 beds each 
arc sanctiiuied. 

17 primary health centres were 
upgraded to the status of 30 bedded 
rural hospitals. 

1.^0 new health sub-centres were 
cstabli.shcd. 

Drinking water has been provided 
to 6,579 villages. A sum of Rs. 39.82 
crores has been set iside for this 
purpose during the current financial 
year. 

Agricultural production inclusive 
of cereals and pulses was 104.57 
lakh tonnes during the Fifth Plan 
period. As against this, by the 
end of the Sixth Five Year Plan it 
is estimated to be 125 lakh tonnes. 

The Integrated Rural Develop¬ 
ment Programme is b^ing imple¬ 
mented vigorously in rural areas, r 


CIDCO has taken up construction 

Issued by : The Directorate General of Information and Public Relations, 
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Window on the World 


“World of 


World populai ion growth will come to 
an end in 130 years from now and the 
number of people on the earth at that 
time will be more than 10 billion—two- 
and-a-half times the present number- 
says this year’s State of Work! Popula¬ 
tion report from the UN Fund for Popu¬ 
lation Activities. 

AVhough less alarmist than earlier pro- 
y»y^%iCions, these latest UN estimates also 
(ihowthatthc eventual world population 
total could still be as high as 14.2 billion 
or a.s low as 8 billion depending on the 
effectiveness of present policies. “If we 
are able to sustain the tempo of present 
population programmes,” says UNFPA’s 
Executive Director, Rafael Sales, “then 
stabilisation appears feasible at the 
medium variant of 10.5 billion in the 
year 2110.” 

The first continent to reach zero popu¬ 
lation growth will be Europe, adding only 
50 million to its present population be¬ 
fore levelling out in about 50 years from 
npw Next to stabilise will be North 
/^ij^^erica with an eventual population of 
million, followed soon afterwards by 
the USSR at 380 million. 

South Asian Scene 

South Asia, on the other hand, will 
almost treble its present population of 
1400 million before stabilising at around 
4100 million at the end of the 21st cen¬ 
tury. In East Asia, the dramatic slow¬ 
down in China’s birth rate will mean that 
only another 500 million will be added 
before population growth comes to a hall 
in 2090. Latin America will also see a 
trebling of its present 400 million people 
with the population of Mexico approach¬ 
ing that of the United States. 

Last to stabilise will be Africa, the only 
/legion showing no signs of a slow-down. 
By the time Africa’s population growth 
has come to a halt, says the UNFPA 
^port, there will be more than four times 


Ten Billion 


as many people on the continent as there 
are today.* 

The net outcome of these projections 
is that 9.1 billion out of the forecast 10.5 
billion will be living in today’s develop¬ 
ing countries. The poorest regions of the 
world—Africa and South Asia—will bet¬ 
ween them account for more than 60 per 
cent of the world’s people. 

Shrinking Affluence 

Meanwhile the industrialised world's 
share of world population will fall from 
today's 24 per cent to just about 1.1 per 
cent. 

“While imbalances created by poverty, 
malnutrition or ill-liealth persist,” says 
Sales, “the .social tensions arising out of 
population pressures will permeate every 
aspect of life on earth.” 

Calling for a renewed international 
effort to stabilise ^^orld population at the 
earliest possible time and at the lowest 
possible level, tlie report argues that 
“conscious public policies.. .cJinnot ignore 
the knowledge we now have of how' cru¬ 
cially family size is determined by social 
and economic factors.’^ Listing improved 
maternal and child health services, lower 
infant mortality, wider access to education, 
greater opportunities for wt)men, and re¬ 
ductions in income disparities, as forces 
which help to bring about the ‘demogra¬ 
phic transition’ from high to low birth 
rates, UNFPA calls for the integration ol' 
population and development planning. 
“It is witlifn our capacity” concludes the 
report, “to bring about the demographic 
transition in the less developed countries 
in the remaining two decades of this cen¬ 
tury.” 

On family planning, the report cites 
the evidence of the $40 million World 
Fertility Survey which is now nearing 
completion and which has already revea¬ 
led large gaps between the desire for 
smaller families and the means of achiev¬ 


ing it. In Pakistan, for example, 75 per 
cent of women in the child-bearing age 
groups were found to have knowledge of 
family planning but only 32 per cent had 
access to the means. 

To help bridge this gap. international 
assistance for population programmes has 
been averaging S250 million a year—60 
per cent of which is administered by the 
UNFPA itself. For many developing 
countries, the report notes, international 
aid is supplementary to the country’s own 
efforts. In iccent years, for example, the 
Government of India has spent S601) mil¬ 
lion on family planning of which only S84 
million came from foreign assistance. In 
other nations, international help is more 
crucial amounling to approximately two- 
thirds of the cost of population pro¬ 
grammes in a country like Bangladesh. 


Deteriorating World 
Economic Situation 


TTir woKin economy is now in the 
throes of its second major reev'ssion 
since 1973. Growth in certain areas of 
the world economy notably Western 
Europe—has become negative, and no 
group of countries or geographical area 
is escaping the generalised slackening in 
rates of economic expansion. The growth 
of the Oil-Tmpo'ting Developing Coun¬ 
tries has been particularly affected by the 
recession in the main industrial centres 
and by sharper increases in the prices of 
their imports than of their exports. In 
fact, during 1980 their real per capita 
incomes arc estimated to have fallen in 
absolute terms, fhe deterioration in 
growth performance in the world eco¬ 
nomy has been accompanied by an 
acceleration in the pace of inflation, a 
marked slow-down in the expansion of 
world trade, and by worsened imbalances 
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in current accounts, associated in parti¬ 
cular with changes in energy prices. For 
the remainder of 1981, only a hesitant 
recovery is expected, and although infla¬ 
tion is slackening, it will remain at 
unusually high levels. These are some 
of the conclusions of the World Eco¬ 
nomic Sitrvey, icccntly issued 

by the Department of International 
Economic and Social Affaiis of the 
United Nations. 

According to the Sur\c\\ the energy- 
Importing Developing Countries are ex¬ 
periencing a sharp deceleration in the 
pace of their economic growth. The 
unusually poor output performance of 
these countries is due in large part to 
disturbances from abroad. Some of these 
arc emanating from the developed market 
economics, where recessionary tendencies 
have been rainforced by policy nicasuies 
directed increasingly to fighting inflation. 
While the recession in the ma|or indus¬ 
trial centers has weakened demand for 
the expoits of developing countries, 
monctay ic^traint has led t*) sharply 
highti interest charges for developing 
country borrowers. In addition, higher 
prices for iinpoits, and pat cuhirly for 
energy, is putting piessiirc on their 
external accounts. These adverse cxtcinal 
developments are tcsulimg m a sharp 
deterioration in the purchasing power 
of exports of the Energy-Importing 
Developing Countries and in widening 
current account deficits The domestic 
impact of these developments and the 
need to re-onent economic policies to 
contain impoits are largely responsible 
for the pot)r performance af the energy- 
importing Developing Countries. 


Sharp Deceleration in 
Economic Growth 


AccoRDiNtf lo the Worlif Economic 
Survey the slow-down in world economic 
growth that began in 1972 was accen¬ 
tuated in 1980, a"d growth rates are 
generally not expected to recover subs¬ 
tantially in 1981. The deceleration of 
growth over the Iasi two years has been 
w'orld-widc, affecting both market and 


centrally planned economies. The poor 
performance of the world economy is not 
only a reflection of a cyclical downturn 
in the Developed Market Economies but 
is also indicative of a general tiend 
towards slower growth that has now 
persisted for some years. 

In spite of a strong agricultural per¬ 
formance in most regions, the growth 
of output in the developing countries 
slowed to less than four per cent. Growing 
balance of payments deficits and double¬ 
digit inflation affected the majority of 
countries and are now constiaining 
Governments from pursuing policies aimed 
at the restoration of healthy growth 
rates. The energy-importing developing 
countries registered a lowei rate of 
growth of Gross Domestic Product (GDP) 
than at any time during the 197()s. 

Synchronised Recession 

The developed market economies 
experienced a broadly synchronized 
recession in 1980, with growth rates of 
GDP averaging \{ percent as compared 
with 3.8 per cent in 1979. While the 
recession in expected to bottom out in 
most countries in the course of 1981; the 
forces making for iccovery aic vciy 
weak 

Economic expansion in the centrally 
planned economies continued to be 
weak in 1980 (about 3 per cent) Within 
this group, the giowth of output dece¬ 
lerated significanly in the Asian countries 
and recovered only marginally in the 
E^uropcan countries. Plan targets for 
1981 imply an over-oil growth rate which 
IS only slightly higher than in 1980. 

The Survey also rvciews some sectoral 
developments of significance for the 
evolution of the world economy. The 
continued stagnation of agricultural and 
food production arouses particular 
concern. A second year of poor grain 
harvests in 1980 midc necessary a sharp 
drawdown of carry-over stocks, leaving 
the interna'ional adequacy of food 
supplies in 1981-82 narrowly dependent 
on the outcome of the next harvest. 
Another important development in 1980 
was the steep absolute decline in energy 
consumption that took place in the 
Developed Market Economies, indicating 
that a significant adjustment of energy 


use patterns to the rising cost of fkiels 
may be taking place. However, due to 
output declines in a number of major 
producing countries, the supply-demand 
balance in energy markets remains fragile 
in spite of the easing seen in the early 
part of 1981. 

During 1979-80, inflation rates rose 
throughout the market economies, and 
even the centrally planned economies 
experienced inflationary pressures. Since 
the late 19605 a cleir upward trend in 
inflation rates has been in evidence in 
the market economies, both developed 
and developing. According to the Survey, 
a major feature of the inflationary 
process of most countries has been the 
interaction between domestic factors and' 
changes in extcrnil prices. In the major 
industiiiil countries, upward shifts in the 
rate of inflation have taken place in 
response to a number of factors, includ¬ 
ing large changes in the relative prices 
of energy. The acceleration of inflation 
in these countries has in turn radiated 
out lo other countries, which have thus 
ha I to contend with higher import prices 
bath of energy and manufactuies. 

In the course of 1979-80, Govern¬ 
ments in the Developed Market Econo¬ 
mies responded lo higher inflation by 
tightening demand management policies 
in general and particularly monetary 
policies. So far, these policies have 
brought about a moderate reduction in 
the rate of inflation, but at the expense 
of growing unemployment and the 
accentuation of weak investment trends 
in a number of important countries. 
Since in the medium and long term 
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higher rates of investment are needed in 
order to avoid capacity constraints which 
lead to inflationary pressures the Survey 
concludes that sole reliance on demand 
restraint as a tool to combat inflation 
is unlikely to yield good results both in 
terms of reducing inflation and restoring 
rapid giowth. 


China’s Foreign Trade 


In Febrijaks 1978 Mr Hua Guoftng an* 
nounced an ambitious plan for the de\e- 
lopment of the Chinese economy. By 
J'85, It wa?. hoped that gram output 
^"^.ould reach 400 million tonnes (with 
agricultural production having griAvn at 
4 to 5 pci cent in the pi reeding 10 years) 
and that industrial production would 
grow at 10 per cent during the same 
period. Such a programme necessarily 
involved heavy imports of technology and 
capital equipment fiom the West. It was 
natural, thercfoie, that theic would be a 
good deal of euphoria in the industrialised 
world. However, for the past year or so 
the initial tempo has tapered off as China 
takes stock of the situation. The basic 
problem appeals to have been the diffl- 
culty in absorbing (rapidly enough) the 
, new technology being imported into the 
l^tounlry. 

The goings on in China arc of great 
intciest to India. Following the visit of 
Mr Huang Hua and the promises of 
greater trade between the two countries, 
it has become necessary to take a very 
close look at the impact of modeinisation 
on the foreign trade of China. A study* 
prepared by the Indian Institute of 
Foreign Trade docs this, though in a 
rather pedestrian fashion. 

According to it, “both in the cont nu- 
ing economic readjustment period and in 
the none too distant new modernisation 
phase, foreign trade holds the key to 
solving interna] shoritages, low living stan¬ 
dards, long-term external dependency and 
even political instability.” 

Starting from this premise, the lll-T 
^report lists the various long-term 
agreements that China catalogues, the 

^Tmpact of China's Modernisiition Pro- 

K amme on its Foreign Trade*, (2 vols), Indian 
istitutc of Foreign Trade, New Delhi. 


various long-term agreements that China 
has made with the industrialised world. 
Thus China and Japan entered into an 
8-ycar private trade agreement in 1978 
envisaging a turnover of $ 20 billion of 
two-way trade flow over and above 
the existing volume. While Japan is to step 
up its inipoits of energy inputs (mainly 
oil and coal), C hina is to import steel 
making equipment and technology. The 
success of the agreement will depend on 
the C-’hiness capacity to enlarge c.xporls of 
crude oil and coal as well as its capacity 
to absorb the higher technology imports 
frijm Japan. 

Similarly ( hiiu signed its first trade 
agreement wiili the LEC in caily 1978. 
Both sides granted each other MJN 
status Amonust measures taken by FEC 
to make things easier foi China was the 
one that ]il)eraliscd tariffs and enlarged 
quotas, the most important being the 
Textile Agreement of 1979. This five-year 
agreement doubkd the annual quota for 
sensitive categories of Chinese textiles 
and garments. 

Bilateral Agreements 

China also entered into a bilateral 
agreements with f iance, the UK, West 
Germany and llic United States. In accor¬ 
dance with the seven year trade agree¬ 
ment signed in 1978 China would acquire 
capital equipment and technology for 
electric powci, petroleum, transport and 
space, ( hina also committed itself to the 
imptirt ofFicncIi technology for 11 pro¬ 
jects. In its tuiu. France is to import an 
equal value of oji, coal and non-ferrous 
metals ovci and above the traditional 
C'hincse expoits of textiles, silk and handi¬ 
crafts. The agi cement envisages a two-way 
trade of S 13.6 billion during the seven- 
year period. With the United Kingdom, 
China concluded a long-term trade agree¬ 
ment in 1979 envisaging trade worth S 14 
billion during 1979-85. With West Ger¬ 
many China has signed different types of 
contracts since the beginning of 1978. 

China became the GSP beneficiary of 
the EEC in 1980, although China has 
not become a member of GATT. There 
are indications that the USA might con¬ 
sider designating China as a beneficiary 
developing countiyfpr the purposes of 
the US Generalised System of Preferences. 


Where GATT is concerned the question 
is whether China will be able to convince 
the contracting parties that the recent 
changes in its economic programme will 
mean a greater play of market forces. If 
successful in doing so, C’hina may be 
able to become a membei of GATT. On 
the other hand if the Cliinesc viewpoint is i 
not accepted by the contracting parties 
China will be asked to give an import 
commitment before its request for entry' 
is accepted. 

Domestic Fluctuations 

Fluctuations in domestic economic acti¬ 
vity have reflected over the years thC 
trends in Chinese foreign tiadc. In the 
1950s Chinese trade registered continued 
growth from 81.21 billion in 1930 to 
8 4.29 billion in 1959. Trade fluctuated 
between 1960-62 under conditions of 
economic crisis following the great leaping' 
balance and the Sino-Sovict split and 
subsequently during 1967-68 owing to the 
cultural revolution. During the first half 
of 1970s there was spectacular .spurt from 
84.68 million in 1971 to 813.95 million in 
1975. The political upheaval in 1976 lead 
to a sharp decline and trade flow fell to 
812.86 billion. With the restoration of 
normalcy in 1977 the figures went up to 
814.71 billion and thereafter under the 
impact of new policies and reforms a new 
trade era emerged with China registering 
a spectacular performance to the tune of 
837.51 billion in 1980. 

China’s share in world trade has fluc¬ 
tuated sharply over the yeai>. During 
1976 its share was stationary at 0.66 per 
cent, declining marginally to 0.64 per cent 
in 1977 before going up to O.S per cent in 
1978 and 0 89 per cent in 1979. T he an¬ 
nual growth rale of Chinese exports was 
much highei at 34.5 per cent as compared 
to that of the lest of the world at 20.6 per 
cent during 1977-79. Imports duiingthis 
period were gi cater at 48 per cent com¬ 
pared to the 20.5 per cent foi the rest of 
the world. This trend reversed the position 
of 1970-76 when Chinese import growth 
at 18.2 per cent was way below that of 
the case of the world at 20.6 per cent, 

China’s trade policy does not visualise 
balancing of trade with each country each 
year. Instead it attempts to balance over¬ 
all exports and imports over a period of 
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time. Despite this it will undoubtedly 
make a stronger bargaining point with the 
developed countries to seek increasingly 
greater excess to Chinese exporting pro¬ 
ducts. It remains to be seen to what ex¬ 
tent the other developing countries (bar¬ 
ring Hong Kong) would in future conti¬ 
nue to import more than they could ex- 
i port to China. 

The report predicts “that the economic 
readjustment phase will extend far beyond 
1985 and that the present investment 
regime will continue. Agriculture, light 
industry and textiles will advance. Heavy 
industry, mainly coal, petroleum, power, 
transport and construction mateiials, will 
claim a sizeable share of State investment 
though in a diminishing propoilion. 


From the long term standpoint, i.e. 
around the close of the decade when the 
groundwork for modernisation would pre¬ 
sumably have been completed in most 
sectors of the economy, shift in invest¬ 
ment priority in favour of heavy industiy 
might be warranted. Even if China’s 
agriculture and agro-based products grow 
at an average annual growth rale of 3.5 
to 4 per cent, they cannot assist in quan¬ 
tum jump or in modernising the economy. 
In fact gram imports may have to conti¬ 
nue for long. 

The light industry products and textiles 
have no doubt shown dynamism both in 
production and exports in recent years 
and can also be relied upon to mount 
export caniingsin future. But tbeic aie 


limits to such escalation owing to surging 
domestic consumption, international com¬ 
petition and protectionist measures im¬ 
posed by developed countries. Even in 
the face of an average annual growth rate 
of seven per cent, light industry and 
textiles in the coming years may not speed 
up the modernisation process ? 

What are the implications of this for 
India ? This very interesting question has 
not, unfoitunatcly, been answered cogen¬ 
tly by the IIFT report. However, the study 
has put together a lot of data on the com¬ 
petitiveness of India and China in Japanese 
imports of major items. These figures 
are likely to be of use to lesearchers. 

The study also contains a lot of statis-, 
tical information on China’s foreign trade. 


China’s Foreign Trade : 1963-80 


(In Dollars Million) 


Year 


In Current Prices 


'1 otal 

In Constant Prices 


Total 

Lxpoits 

Imports 

Exports 

Imports 

1963 

2,775 

1,575 

1,200 

2,775 

1,.S75 

1,200 

1970 

4,195 

2,150 

2,045 

3,685 

1,960 

1,725 

1971 

4,680 

2,535 

2,145 

4,035 

2,290 

1,745 

1972 

5,810 

3,225 

2,585 

4,615 

2,685 

1,930 

1973 

9,730 

5,105 

4,625 

5.700 

3,130 

2,570 

1974 

13,545 

6,740 

6,805 

5,865 

2,955 

2,910 

1975 

13,950 

7,120 

6.830 

8,525 

4,850 

3,675 

1976 

12,855 

7,275 

5,580 

7,960 

4,955 

3,005 

1977 

14,710 

7,540 

7,170 

8,430 

5.130 

3,300 

1978 

21,130 

9,980 

11,150 

9,980 

5,300 

4,610 

1979 

29,380 

13,690 

15,690 

13,650 

7,670 

6,120 

1980 

37,510 

18,120 

19,390 

16,420 

9.810 

6,610 


Note : Data in constant prices—adjusted by the export and import price deflator series with 1963 as the base year; China’s 
Economic Growth and Foreign Trade—Alexander Eckstein; US, China Business Review—Vol, 1, Nov. 4 (July-August 
1974). 1973 trade deflators derived fiom Yearbook of International Trade Statistics, United Nations, 1972-73, Export 
and Impel t deflators for 1974 onwards are estimates, derived on the basis of relevant data available. * 

Sources : Data in current prices—‘People’s Republic of China : International Trade Handbooks’ Washington DC, September 1974 
and Handbook of Economic Statistics, 1980, Washington DC (for 1970-1976); State Statistical Bureau of China (1977 
to 1980). 
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\ Point of View 

Biogas Energy: Economic Feasibility 

A S. Sirohl and Ikbal Singh 


Though a large number of blogas plants have been erected in India 
over the last decade, the movement has not caught on as It should 
have This is because of the lack of worthwhile tangible benefits to 
the poor farmers whose expenses at present on fuel is lero or who do 
not have enough number of cattle to supply adequate dung to the 
plant The authors who are associated with the Division of 
Agricultural Economics, Indian Agricultural Research Institute, New 
Delhi, have made an indepth study of the problems that hinder the use 
of biogas in rural India. 


DtiKiNCi lur last decade, the oil encigy 
cnsi** has come to the forefront among the 
problems ol resources needed loi produc¬ 
tion A sleep rise in the pnees of oil and 
its pioducls has brought into focus the 
research cfToits to find alternative sources 
of energy In India the emphasis has 
been conccntiated on the scope of biogas 
as a source ol energy foi fuel and for 
running sm^ill engines for pumping sets 
in irrigation The Khadi and Village 
Industries Commission has played a signi¬ 
ficant role in installating family si/e biogas 
plants on farms throughout the country 
and during the last decade the number 
of biogas plants installed on farms in the 
country iiicicascd at a veiy fast late 
though the pace decelerated alter 1^76-77 

brom 1962 to 1974, 6,856 plants ere 
installed in the countiy After this, the 
rate of installation has been vciy fast f or 
example, 6,650 plants ucie installed in 
the year 19/4 7^ n,476 plants m the year 

1975- 76 and 18 595 plants in the year 

1976- 77 But timing 1977-78, the number 
of new installed plants decreased to 14,5*10 
Special effoi Is and lacilitics ol subsidies 
and lull bank loans foi the installation of 
plants were piovidcd to boost the scheme 
Even then, in spite of continued efforts 
of the kVIC and publicity of the bene¬ 
fits of the biogas plants, the movement 
has not genctated as big a demand among 
the farmcis foi biogas plants as it should 
have. \n attempt his thcicforc been 
made in this article to csaminc the econo¬ 
mic viability ol biogas plants of the va¬ 
rious si/cs loi the lural population 

There is no doubt about the higher 
technical clhcicncy ol the gobar gas plant 
over the traditional method lor using 
lithe cattle dung for fuel and manure The 


basic point is whcthei oi not it is techm 
cally and financially feasible for laimcis 
in India 

The production of gas in the anicio- 
bic formentation of the mixture ol gobai 
and water (slurry) depends upon the 
temperature of the slurry which is kept 
in the digester The gas formation is quire 
sufficient in the summer (April to Sep 
tember) but it is almost reduced to half 
in the winter season (January) in Noiihcin 
India This is exactly opposite to the 
fuel requirements ol the family In wintci, 
more heat is needed for cooking as com¬ 
pared to that in summer season This 
IS one significant reason, why the gobai 
gas plant is technically unable to fulfil the 
fuel needs of the farmers m North India in 
the winter when the requirement ol fuel 
IS more and gas production is less Thus, 
the lower temperature in Noithern India 
in Winter cicates a wiJc gip between the 
supply of fuel gas by the biogas plant 
and the need of fuel gas by the house¬ 
holds This explains why the biogas 
plants aic not so popular or successful m 
the Noith as compared to South India 

Technical Factors 

Another important tcchmcai factor 
hindering the growth of the number ol 
biogas plants m Northern India is the 
lack of proper location for installation of 
gas plant. 'I be gas plant is suited fora 
farm house where kitchen, cattlcshcd the 
gas plant and slurry compost pit art locat¬ 
ed near one another. Such an ideal 
situation is rarely available in tlu luial 
areas in India A peculiat feature of 
a village there is that the houses arc clus¬ 
tered together in the residential area 
of the village, and the kitchen is located 


in the house First, these houses do not 
have sufhcient open space m the court¬ 
yard for installing the gobar gas plant 
Second, the cattle shed and particularly 
the compost pit is far a«ay from the icsi- 
dcntial house. The compost pits arc 
generally situated in the fields outside the 
village. If the cattle sheds, gas plants 
and Compost pits arc located in the farm 
field», It will require a very long pipe to 
connect the gas plant to the kitchen of 
iht farmer This will not only involve 
enormous money but also reduce the pies- 
suie of gas at the end of the pipe which 
IS connctUd to ihc binnei in the kitchen 
and the bu nei may not lun efficiently. 
Foitunateiv such a difficult situation does 
n )t occui in South India where lesidcntial 
houses aie scatteied 

Lack of Animals 

The third point which needs considcia- 
tion IS that even the smallest family size 
biogas plant 2 cii m (70 C ft) will re¬ 
quire about five animals foi its full use 
On the average, one animal evacuates 10 
kg ol dung fiom which 13 c ft gas is 
produced per day Thus, this gas plant 
will lequiie 5 5 units of cattle for its full 
utilisation and for fulfilling the needs of 
the faim hmily According to the ICAR 
Committee Suivc> Report (1976) on cow 
dung gas m India only about 10 per cent 
of the fa I mens who had installed the gas 
plants wcie small farmers with the si/c 
of holding below two hectares. About 
90 pci cent who had installed the gas 
plants possessed more than 2 5 hectares 
of land and weic maintaining moic than 
five cattle pei farm In India about 70 
per cent of the farmers have below two 
hectares of land. Obviously these farmers 
cannot feed five or six cattle. Therefore, 
then fuel need would not be fulfilled by 
the iindciutilised gas plant due to lack of 
dung quantity The problem can be solv¬ 
ed by connecting the latciines of the 
households to the biogas plants. But 
this has not been done by many farmers 
because they arc reluctant to handle the 


lASriKN ICONOMISr 


264 


AUGUSi 7, 1981 



« 


slurry which contains human excreta be¬ 
cause of the socio-psythological factors 
One very important point which does 
not figure into the calcuktion of the re¬ 
searchers who have worked out the finan¬ 
cial feasibility of family si/c cow dung 
gas plants is that the po ir small farmci 
m India can affoid to bear the cost of gas 
plant for productive puiposc only but 
not for consumption pin pose 1 lie agi i- 
culluial opeiations aic scasoiul in chi- 
raclcr resulting in peak woik pciiods and 
lean work periods fhe t inn family mem- 
beis aic able to find tim^ in between tl'c 
peak work peiiods which they ulilis* foi 
collection of fa I m icsidues for then fuel 
needs thus these p )or faimcrs iiiilise 
slaik period foi ct)llection of faini 
^ icsiducs (oi which the oppo’-tunily cost of 
the t imih ]c»hoLir is / mo 

AcwOiding to the studs conducted bv 
the National Councilor Applied Lconomic 
Rescaich, New Delhi, about 8"^ percent 
of the fuel Heeds of the laimei families in 
India die met h> self-collected faim lesi- 
dues woods tind dung cakes and only 1^ 
per cent of the fuel needs aic met Ihioueh 
actual purposes of fuel like hicwood and 


soft cake These arc the avciage figures 
of all the farmers If we work out such 
figures foi small farmers only, it will be 
obseivcd that (he small farmeis hardly 
spend a penny on fuel Tiuely speaking, 
the installatmn of cow dung gas plant 
cannot contribute any saving in the exist¬ 
ing cash expen >cs of the fuel ot the far¬ 
mers, because the cxiNting cash expendi¬ 
ture on the luci for the small larmer 
IS ahead)/ lTo Tnese fai meis di? spend 
some mone) for pirchasc of nitrogen 
feitili/eis beciiKL rt is pioeluctive 

I hus the only saving in the existing 
budget of the f nin family which the gis 
plant can do i> 11 the' saving ol expenses 
in nitiogcnou tcitiii/eis It has been 
eMim.ited thii M the indigenous inethe^d 
ot piepa itun ot faim yard manuie, 
about 40 pc eel of the mtrojen of the 
dun'» IS lost III ihe a lobic fcimentation 
in the amospheie oi Ihiough leaching 
into ilic gioLiul It IS ih s 40 percent 
loss of nitiO(:cu which the tarniei has to 
cornpeiisite b\ purchasing additional 
nitrogenous Icitiii/ei quantity lioni the 
in.irkct The ’ is plant saves this loss of 
nitiogcn fiom the dung 1 hus, piacticall) 


speaking, this is the only financial tangi¬ 
ble benefit which the poor farmer can get 
fjom the gas plant. It is aigued, that the 
use of gas in cooking saves the farm 
family from the health-hazards like smoke 
etc but these aic all intangible benefits. 
The objective ol this article is to exa¬ 
mine the financial feasibility which in¬ 
cludes tangible benefits only. 

I here IS also a second category of house¬ 
holds who have small pieces of land and 
working meniber> of the family do non- 
firm work whciothe nature of work is not 
seasonal and thus they are busy all the 
year lound rh:>e members of the family 
do not have free labour for collecting 
farm lesidiie foi fuel purpose and they 
partly buy fuel and partly use dung cakes 
foi fuel where the dung cake fulfils 
about *>S pci cent of the total fuel needs 
of the hoiiseliolds 

In the case of a third category of far¬ 
meis, where the farmer uses the gas for 
productive purpose such as fuel gas for 
engines for pumping iiiigalion watei, the 
value ol the gas produced saves the ex¬ 
penditure of diesel used for pumping set. 
Under this situation, the imputed value 
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Cost (Present Worth) of KV K Biogas Plants 



Size 

of the 

Cost of 

Cost of 

Pl,,sciU 

Present 

Picsent 

Superv ision 

Total 


plant C urn 

the plant 

the gas 

Worth ol 

woith ol 

worth of 

and hand- 

cost of 


(c rt) 

(Rs) 

holdei 

(Rs) 

gash Mli 
rcpljc).il 
after Iff 

\ car s 

(lU) 

gas hol¬ 
der rep¬ 
laced aftei 

20 years 
(Rs) 

the repair 
and mam 

icnancc 

cost ol the 
plant (Rs) 

ling cost 
(Rs) 

the plant 
(Rs) 


2 

(70) 

U99 

940 80 


140 

471 


4473 


3 

(105) 

4524 

J 506 62 

SSI 

224 

7o7 

- 

6036 


4 

(140) 

5040 

172435 

((^^ 

256 

943 

— 

6904 


6 

(210) 

626^ 

2417 86 


359 

1414 

- 

8968 


8 

(280) 

750) 

2810 30 

I0S4 

418 

18Ss 

— 

10887 


10 

(ISO) 

9150 

4018 56 

Is 19 

597 

2^57 

4200 

17853 


15 

(585) 

12750 

456S.26 

1761 

679 

35^5 

4200 

22925 


20 

(700) 

17250 

6^84 00 

2461 

949 

47n 

4200 

29573 


25 

(m) 

19200 

7131 26 

2749 

1060 

^892 

8400 

37301 


35 

(12^) 

27600 

9187 10 

■Vs42 

1366 

8?4S 

S400 

49156 


45 

(1590) 

MUO 

10,588 03 

4082 

1574 

U)605 

11400 

58771 

V 

60 

(2120) 

39000 

15460 03 

5961 

2298 

14140 

168(0 

78199 

00 

(^004) 

58200 

22208 26 

8562 

3301 

20032 

21000 

111095 


140 

(4948) 

87000 

37024 51 

1427^ 

5504 

32994 

U200 

173973 
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of the gas produced by the plant becomes 
tangible monetary benefits to the farmer. 

In North India about 40 p?r cent of 
farmers use cattle dun^ for tlic prepara¬ 
tion of dung cakes and in South India 
about 30 per cent only do so. The re¬ 
maining dung is used for the preparation 
of farm yard manure through the indige¬ 
nous method. The price of dung cakes 
was estimated Rs 100 per tonne. The 
production of gas was estimated at the 
rate of 1.2 c.ft. gas per kilogiam of wet 
dung in North India and 1.8 c.ft. per kg 
in South India and dung cakes wcpc esti¬ 
mated ti> be prepared at the rate of 0.2 
kg per kilogram of wet dung. It was csti- 
mated that wet dung contains 80 per cent 
water and the dry dung contains about 
1.4 percent nitrogen. The value of nitro¬ 
gen was taken at Rs 4.40 per kilogram. 

In view of the ab.we facts, separate 
benefit cost ratios were worked out in 
this study for the three categories of farm 
households for the North as well as South 
India. 

(1) For ihr jnrnurs iisiii}* the i>as for 
fuel: Based on the study of National 
Council of Applied Economic Research, 
15 per cent of the fuel needs of the far¬ 
mer were assumed to be fulfilled by pur¬ 
chased fuel, the remaining 85 per cent 
fuel needs were met by self-prepared dung 
cakes and self-collected farm residues and 
W'oods. The average value of the fuel used 
per capita on the farm was assumed 


Rs 66 per annum, and 15 per cent of 
this value comes to Rs 9.90 per capita 
per annum. The monetary benefits were 
the value of the nitrogen lost from the 
dung in preparation of farm yard manure 
through indigenous method and the cost 
of fuel purchased for cooking. 

(2) For the peasants working on non- 
farming jobs : It was assumed that these 
households fulfil their 55 per cent fuel 
needs from self-prepared dung cakes and 
45 per cent fiom purchased fuel since 
their work is not seasonal and they do 
not have time to collect farm residues or 
woods. It was assumed that the expendi¬ 
ture on fuel purchased was Rs 36 per 
capita per annum. The monetary bene¬ 
fits were (he value of the nitrogen lost 
from dung in preparation of manure 
through the indigenous method and cost 
of the fuel purchased for cooking. 

(3) For the fanners using gas for run¬ 
ning the engine of the pumping-set : Eor 
these farmers, the value of all the gas pro¬ 
duced was treated as saving in the expen¬ 
diture of diesel for pumping-scl. The 
value of gas was imputed at Rc 0.83 |)cr 
cubic metre. The monetary benefits were 
the value of the nitrogen lost from dung 
in preparation of manure by indigenous 
metjiod and value of gas produced minus 
the value of dung cakes. 

In this study, cost of the biogas plant 
designed by (he RVIC has been consider¬ 
ed. The life of the digester of the gas 


plant is estimated to be 30 years and that 
of the gas holder to be 10 years. The 
repair and painting cost of the KVIC gas 
plant has been estimated to Rs 25 per 
cubic metre per annum. 

For bigger sizes of the gas plants, 10 
cubic metre (350 c. ft) and above, super¬ 
vision and maintenance cost are needed 
through permanent staff. Since these 
plcints could be used as community gas 
plants, permanent attendent is needed to 
collect dung from the farmers, prepara¬ 
tion and disposal of slurry manure and a 
mechanical and assistant engineer to 
maintain and run the engine. For sizes 
10-20 cu.m, an attendant at the rate of 
Rs 350 per month was c.stimatcd. For 
sizes 25 and 35 cu in. pUints two such 
atlandants were needed. I 'or size 45 and 
60 cu.m, a mechanic with a salary of 
Rs 600 to Rs 700 per month was also 
needed in addition to attendants. For 
size 85 cu.m, plant, one senior mechanic 
and three attendants were estimated to be 
needed, and for the size of 140 cu.m, 
plant, one assistant engineer with a 
salary of Bs 1200 was estimated to be 
needed along with one inechanic and 3 
attendants. The cost'^ of various sizes of 
KVIC gas plants arc given in Table I. 

The stream of annual benefits of gobar 
gas plants were converted to their present 
worth using an annual compound interest 
rate of K) per cent, similarly the future 
stress of cost of gas holder, repair and 
painting costs were converted to their 
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Ik'nvfjls (Present Worth) ol KVfC niop.as Plants in Northern tndia 
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Tablb in 

Benefit Cost Ratios of KVIC Biogas Plants in North India 
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littent worth * The present worth of the 
Wt of the KVIC bjogas plants arc given m 
WUel and the present worth of benefits of 
he KVIC gas plant aie given in Table II & 
*|lble IV for North India and South India, 
espectively To assess the financial feasi¬ 
bility of the biogas plant for farmers and 
^santsand for larmeis using the gas 
br running the engines foi pumping set, 
)eneht cost i alios were worked out and 
(Jie same arc given in Table III foi North 
India and Table V for South India 
It may be sten from Table III and Table 
r . , ) V 

^Present w >rth n \ (r 


‘ ‘ (M 1)^ i"(i 1) 

where n lil«. of Ihc pi ml i i in of mlLitsi, 
I 1 1 \ uinuil v line ol hLiiUits 

t)I c «sts 

l=;-is thi number ol ilic \L\t iftei 
Hist til itn 11 ol (Ik pi lilt 


V that the KVIC family size gas plants 
ranging from 2-8 cu m arc not financially 
feasible in North India as well as in South 
India if the gas is not used for productive 
purposes These family si/e plants are 
not suited for small farmers and peasants 
who are not able to use the gas foi pro¬ 
ductive pui poses 

As regaids community si/c KVIC bio- 
gas plants, only biggci si/e of the gas 
plant could be financially feasible foi 
cooking purpose to the farmers who pui- 
chase about "SO per cent of the luel used 
foi cooking boi such farmers oi peasants 
bigger size > of plants could b^ used as 
communiiy cas plants for supplying gas 
for cooking purposes and si my compost 
on pasmcnl basis Ifndei the conmunitv 
gas plants, the faimcr mcinbei will be 
bound to supply \Nct dung to the commu¬ 


nity gas plant and the dung will be col¬ 
lected by regular whole time employee 
(attendant of the community gas plant) 
The benefit cost latios under this situa¬ 
tion varied from 0 61 to 0 91 Thus, 
the cost of the plants were just fully 
coveied. If these community gas plants 
were used for pumping-scts for irrigation 
water, then the benefit cost ratio was 
higher The ratios ranged from I 04 to 
2 32, imdei this situation the present 
worth of the benefits was about twice the 
present worth of the cost of plant. The 
community gas plants aie howevci sub¬ 
jected to supervision and maintenance 
pioblcm because these plants will run on 
cooperative bisis Such a coopeiativc 
vcntuic involves all such pioblcmsas have 
been observed in othci cooperative 
oiganisations 


IMIII V 


mSiic of 
p plant 

'iCu. m (Lft) 



Benefit Cost Ratios of KVIC Biogas Plants in 

South India 
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The Community Connection 


The KEC and the Ihird M^oiJd Fdittd bv KB Id jud H S Chopta Radi.int 
Publisheis, New Oclhi, Pp 452 Puce Rs 15{) 

India's Eicport Performance KS Dhmdsa Inlcinationd Publishinc House Nc^^ 
Delhi Pp 24^ Pi ICC Rs 70 

UNCIADs IfMDOs, ILOs GATTs (Piospccts ioi I xpoit ol Indian T^xIiIcn 
D uiing Lighlicb): RP Pi»ddai and R I N \iia\i i Puss and PR Scimccs 
Bomb.iN Pp 279 Puce Rs I2‘> 

Impact of Hardest Combines on 1 abour Lst, ( rop PaOtrii and Productnit^ H 

I ixminaiavan DP Gupla, P Rangcis'\am> and R Ps M dik Agncolc Publi b 
mg Acadcni\ New Delhi Pp 177 Pile Rs ns 
Ajvricultural Finance in India KD Shainia Hlnui Ih Jv Depot BhaiMlpui 

•Grovifliless Inflation b> Means of Stockless Mone> A Ken Classical Treatise in 
Rising Prices PR Biahmaiianda llinulj\a Publi lun II nisc Bombi\ Pp 471 
Price Rs 95 


A siMiNAR wasoigainsed by theJawahai- 
lal Nehru Univcisity m New Delhi in 
Maich 1979 on PfC and the I hird Woild 
with special refcience to India Paiticipanls 
in the seminar included representatives 
of the J_EC\ Indian academicians, and 
rcpiescnlatives of concerned depart¬ 
ments of Government of India Ihe 
htC ami ilu Thud Wmld conlnns 27 
papers picsenlcd at the seminai Since 

would be practically impossible to refer 
to specific views and issues in a particular 
paper and offer comments cii them, the 
review will deal only with general matters, 
obviously for want ot space 

The European Economic Community 
(EFC) icpiosents a unique stiuctuie as 
well as a new reality in the world power 
spectrum It is a community ot soveieign 
States which of their own will joined to¬ 
gether under the Treaty of Rome to 
achieve specific goals, and increase then 
political influence at the global level 
This would not have been possible lor 
individual mcmbei-States, if each were to 
act on its own 

There is no doubt that the LLC has 
been “most successful in institutional/ 
organisational development as also in 
^pursuit of its various goals and execution 
of programmes.’" In the process of over¬ 
coming persistent difficulties there ha^ 
emerged the European Council, direct 
election to the European Parliament and 


RcMLWcd by Academicus 

soon There his become incieasiriglv 
perctplibK whit may bcdcscnbcd as ‘the 
communitv roini ol view” to woild clo 
nomic and politic il problems 

This endeavour ot West F uiopcan coun- 
tiics to form tlu I FC has had more sue 
ctss than si mi la i exercises in other parts 
o( the woild. 111 pile of the dcep-rootcd 
mutual rixalrits among the member States 
( f the IK 1 h s was because the West 
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European powtissaw the need to pull 
logcthci to rcMMfv their war-damaged 
economics These countries also icahscd 
that following rapid liquidation of then 
imperial s\ stems end colonial structuics 
and consequent reduced powci and posi¬ 
tion, “it was onl\ h> pooling their icsoui- 
ccs and bv ensuring meaningful coopera 
tion among themselves that thev could 
regain then foirncr position and lace up 
to the challenges ansing not only from 
hegemony ot the Supei Powers but also 
from a possible tendency of the Ihird 
World to anaign itself against their erst¬ 
while colonizers These countries lell 
that by economic integiation they could 
rebuild themselves into a position of 


strength and influence in the world eco¬ 
nomy 

Aftci about two decades, the EEC has \ 
become an independent entity in some 
respects The limits ol its opeiations are j 
dctcrminai by the extent to which its ^ 
oigms and piocesses succeed in persuad¬ 
ing mem her-States to suboidinate their 
respective eoiieeins to the tommon good. « 
Ileie lies the stieni’th as also the weak¬ 
ness ol the f LC 

Il IS obs,.ivcd til it the 1 re diplomacy 
has so far failcil to I uak the stalemate in 
dialouucs between the Nordi and the i 
South Also thoiu’h most of the EEC 
members are known to prefer constructive 
cooperation to confionuiion with the 
fluid World it is observed tint the IFC 
has yet U) accept th u the onh policies ^ 
designed to acceleialc Thud World’s 
SOCK) economic piogi ss provide a depen¬ 
dable kc> to the solution of economic and ^ 
political difficulties that confront them at 
home 

The Hangover 

Possibly this IS due to the hang¬ 
over of then past colonial rule This i$ 
also deal fioni the 1 fC \ glob 11 perspec¬ 
tive bcaiing political piciudices and eco¬ 
nomic oiieiuai ion oiiismapi member- 
states These aic often suspected to be 
iico colonial in chaiactei intended to 
divide countries of the Third World, 
aggiavate their dependence ind under¬ 
mine then national self iclience There 
appears to be no doubt that '‘the process 
of L(»nstiuclive coopeiation between the 
lie and the Ihird World is hampcicd 
by certain shoit sighted policies of ceitain 
vested intciests rooted in the pisi ’ Some 
membcis ol the F tC die vet to realise 
that then future welfare is bound up with 
international cooperation including that 
with the Thud World When the EEC 
icahses tins, it would be in a position to 
make a significant contiibution to the 
icsolulion of the pcisisting deadlock in 
global negotiations 

India among developing countries has 
given a lead nearly two decades ago by 
setting up a mission to the EEC. Over 
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the years, India has built a mutually bene¬ 
ficial relationship with the EFiC. What is 
significant is that this relationship is lar¬ 
gely free from “the dependency syn¬ 
drome.'" 

From the papers in this volume, there 
is no doubt that the seminar provided the 
Indian participants an opportunity to 
study and understand the EEC’s institu¬ 
tional framework, assessing its relations 
with various count l ies and regions and 
exchange ideas on various aspects of in¬ 
teraction between the LIX^ and the Third 
World countries in general and India in 
particular. 

India would do well, as is made clear 
from some of the papers in this volume, 
to fully exploit opportunities provided by 
the EEC occupying intermediate position 
between the two Super Powers. With a 
Socialist Government in power in France, 
a leading mcmbcr-Statc of the EEC, India 
would do well to carefully watch the pos¬ 
sible changes in the trends in relationship 
between the EEC and countries of the 
Third World. Papeis in this volume give 
students of Indian economy an insight 
into what they need to know about the 
EEC vis-a-vis countries of the Third 
World in general and India in paitieular. 

EXPORT PERFORMANCE 

K.S. i)MiM»sA, the author of Jtuiia\s 
Export PvrforniLUKc has made an at¬ 
tempt in this study “to assess the per¬ 
formance of Indian exports with major 
emphasis on the three Iradiliojuil eom- 
moditic'., namely tea, cotton textiles and 
jute manufactures.” 

India has, for quite some iJine, been 
in the grip of tight balance o( payments 
position With oil crisis on the inter¬ 
national scene, the position in this respect 
has and is further likely to worsen. 
This has made necessary for India to 
have adequate foreign exchange reserves 
to meet any future unrotesecn contin¬ 
gencies This would be possible only 
if India exports more than it imports 

The author with the analysis of statis¬ 
tical data has conclusively proved that 
“the existing performance of export ol 
the three traditional commodities—lea, 
cotton textiles and jute manufactures— 
from India has been less than the satis- 
, factory level.” 

[,'. iUSTeRN ECONCMlSr 


The author has observed that Indian 
tea has been facing stilT competition from 
codec and other beverages in the United 
Kingdom and other European countries. 
He has recommended that “an extensive 
publicity campaign be undertaken by the 
'lea Board of India with the assistance of 
Tea Production ( ouricil of the United 
Kingdom to introduce different forms of 
lea (such as instant tea, iced lea, lemon/ 
orange lea, mixed lea, etc.). Elforts 
ought to be made to increase per capita 
consumption ol tea from 3.67 kgs in 
1972 to around 4 kgs in 1980s. 

Indian Tea 

As regards the United States, attempts 
should be made lo reach the vast popu¬ 
lation, especial 1> in those areas which 
hitherto have remained outside the 
sphere ol Indian tea. The author has 
emphasised that “elforts should be made 
to pep-up expinls to Arab countries 
where beverages arc not in competition." 
similarly Latin American countries slumld 
also be explored by way of opening neW' 
markets lor Indian tea. 

The author has rightly insisted that 
at the domestic level also a number of 
steps such as improving the quality 
of tea, increasing productivity and pro¬ 
duction and reducing cost of production 
will have to be taken. All this would 
lesull in increasing India’s export po¬ 
tentialities. 

1 ml her, in order to encourage pro¬ 
motion ol exports ‘the Government 
should lovver/abolisli export duties and 
central excise as they lend lo reduce 
relative profitability of foreign sales.” 

According lo the author, another tradi¬ 
tional export item, namely cotton tex¬ 
tiles have a grim iulure in the world 
market. Ihe main reason is abolition of 
C'ommonwealtJi Preference Scheme and 
imposition of quota restrictions by the 
United Kingdom. Alongside this, other 
developing countries like Mexico, Egypt, 
Argentina, Thailand, etc. have made 
their entry into the EEC market under 
the Generalised Preference Scheme. Yet 
another reason is that import substi¬ 
tution in developing countries is catching 
fast and is bound to tell heavily on Indian 
cotton textiles. Entrance of new ex¬ 
porters in the world market is also bound 
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to create problems for textile exports 
from India. In years to come compe¬ 
tition in this sphere is expected to be 
increasingly tense. 

It follows that corrective action on 
all I routs will have to be taken simul¬ 
taneously, if India wants to regain the 
lost ground. 

The author has suggested certain re¬ 
medial measures. According to him, cost 
of production must be reduced especially 
by providing raw cotton to textile mills 
at reduced prices. 1'his can be done by 
increasing production of raw cotton both 
by intensive and extensive cultivation. 
Production of long-staple cotton which 
is mostly being imported at present , 
must be stepped up to the maximum 
extent possible. There is desperate need 
for increasing labour productivity in the 
Indian textile industry. One way would 
be lo replace ordinary looms by auto¬ 
matic Jooms. According to the author, 
at least for some time there will have 
to be “subordination of employment 
policy to the export promotion policy.” 
Further, he wants the Government to 
take measures to increa.se exportable 
surplus by taking steps lo restrain do¬ 
mestic consumption and by stimulating 
production. And finally, he has em¬ 
phasised that tJiere should be improve¬ 
ment in the quality of cotton fabrics . 
and production of such cloth as is in 
demand abroad. 

Gloomy Prospects 

As regards jute manufactures, the author 
opines that outlook for v\'orld trade in 
julc goods seems lo be gloomy. This 
is clue to reasons such as trend towards 
bulk-handling, introduction of synthetic 
substitutes and tendency towards jute 
processing in many developing countries. 
The only hope for the industry is con¬ 
tinual price ri.se in case of oil pushing 
up cost of production of synthetic sub¬ 
stitutes. 

According to the author some positive 
measures will have to be adopted to 
push up export of jute manufactures in 
world market. He has suggested that 
efforts should be made to make jute 
manufactures competitive with substi¬ 
tutes. There should be efforts to reduce 
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manufacturing costs by modernising jute 
industry. Also, he has suggested de¬ 
valuation of the curicncies of major 
lute-goods exporting countries to im¬ 
prove competitiNc position of ]ule manu¬ 
factures The authoi wants that large 
fluctuations in prices of julc and |ute 
manufactures should be avoided by estab¬ 
lishing a national buflci-stock It is 
highly necessary that in the intcicst ol 
both the countries India and Bangladesh 
should take conceited action in the 
held Joint effoits should be made to 
peisuaclc the LIC to lowci taiiff latc'* 
and also raise quotas which aie a! pic- 
sent on a low level The author also 
wants that theic being gicat potential, 
(^^•.•omotional mcasiiie. ‘houldbc taken 
to piomotc cxpoits to the LISSR and 
CtUi luiopcan countries It is highly 
essential that jna)oi iiilc goods cvpoit- 
rng count I ICS should launch an cflective 
joint pioniotional and useaich piog- 
I amine 

Vatioiis poliLV miasutcs ‘-iiggcstcd b> 
the duthoi appeal to have taken a lathci 
static view ol the woild ol inlcinational 
tiadc Theie have been taking place 
dynamic changes in the woild New 
products and pioetsses aic einciging and 
aie bound to atti^ct attention of voiingci 
genciations lliuiei such ciicumsianccs 
^ to concentrate on export ol thice tudi- 
' Tional commodities onlv oi mainly by 
inking steps to bung them back to their 
once dominaling position might piovc 
damaging, if not suicidal Wc must 
now view things m d>namic lei ms of 
new commodities instead of nostalgicall> 
on the dominant position once tnioycd 
by tea, cotton textiles and jiilc manu- 
factuics As in all olhci sectors ol the 
economy, it is only dvnamic thirxing 
and action that will enable India to gain 
and retain the position in the held ol 
inlernational tiadc to which she en¬ 
titled by viituc of hci si/c and varied 
resouiccs 

INDIAN TEXTILES 

In his well documented book 
UNCTADs, UNIDOs, /LOs, & OAl'fs 
^Prospects for E\poits of Jndian 7e\nlc\ 
9 During Eightu s), R P Poddar and R I N 
Vijaynagar, the authors have dealt with 
problems ol international trade in textiles 
m Its historical pcispcctivc, traced its 


course duiing 1950s, 1960s and 1970s, 
made an attempt to discuss global 
profile lor textiles duiing 198()s, and have 
tiled to assc'^s piospccis of expoits fiom 
India m coming >eais 

Wc have bcLii hearing (or quite some 
time about a mw international economic 
order based on more satislacloiv disiii 
butive iirlKi In rcccnl >cais, instead (»1 
foicign aid intcinational tiadc is bciiu' 
emphasised as i moie cflcclivc insliirnicnt 
to attain the above objective In the 
posl-World \N II II pciiod iptein uumal 
tiadc has bun undcigoing sirhl.mlicl 
tiansloimation Some steps weic Mkn 
in ihe past see that this liansfoinialion 
was in favoin (I developing eoimlne, 
The (jcncial \ leimcnl on T.’iifls and 
Tiaele and llie United Nation^ (on 
fcicncc on li <e and l)c\clopmeiii le- 
piesent a mo\c in that diicction 1 oi 
some lime dniiii’' the po 1-war peiiod 
theic appe* led • ionsidciable ainoi lU of 
liheiiilisation <1 intcinational liade tJuit 
was bencbei 1 i > developing counliies 

Reversed Trend 

But in tills I lid thcic appe.nstobc 
reversal ol tienu lollc>wmg t^ic ('il crisis 
ol and k i equent icccssion wbieh 
has been aehei aflccting bolli deve¬ 
loped and deNelt |) ng counliies ^^e have 
been vvitnessiii’ Mie phenomenon ol in 
cicasing pio eel n being lesoited to in 
manv paii’* ol Mie woild meliitiiiu’ es 
pceicilh desilopi eountlics The ee\e 
loped eoiinliie hoe become moie in 
waid lookiiv' I d solicitous alioiil 
eeone^miL pioM and wclfaie of di \ - 
lopine ei>iiiiiiie The cailci spiiil (d 
GAT 1 and UN( I no longci app^ ns 
to he the e N Muallv deveh»pin>^ ec nn 
tiKs have beet lu peiturhcd b> the \ii- 
tiial clisappe n use of the We stun IihLi.d 
spirit v^hlch appears to be giadualh 
being icpia.ed sccplicum 01 even 
cynicism Niiuiilly those who l>clie\c 
in a new inlem dional economic oidei 
appear to be d ippoinlcd bv tfu iin 
favourable turn ol events which at pie- 
sent IS spcaiheaded by the United Stales 
and the United Kingdom 

Against this backgiound, the aiilhois 
have liaced ^hc historical evolution ol 
international tiadc in textiles up to the 
present day .and have examined the 


pattern taken by it in the light of policies 
adopted and agicements icached under 
the GATT and UNCTAD The authors 
have also conclusively shown how “the 
enlightened policies as taken by the 
woild community foi letting the deve¬ 
loping legiops have a gieatci shaie of 
clobal tiadc in textiles have not been 
actualK lollowed in piactice and how 
the tieiHis have lathe'i been in the re- 
^tl^e eliiection Thc\ have pleaded 
loi a moie equitable di uibition of 
clobi 1 iK'de in textiles in keeping with 
iIk pint ol (lAfl and UNCTAD. 
Ihis . ppean to be the main icfiain of 
the tile IS in iJiis boi»k 

Elaborate Package 

Ihe mo I sirmfiLant pail of this book 
IS Ihe au I hois well thought-out and 
eliboiale paekaue of measures loi main- 
tainin*" and boosting Indi. n textile ex¬ 
ports m iht flee ol slnlic global com- 
peliliop which I Iii-elv tv liiilhci in- 
tcpsilv in veais to loiiu Ihcir concrete 
siigeestion ipelude c^tabli hnieni o fa 
piopcil) oiganised and mtcgialcd textiles 
iinkistiv moie niodcinised textile 
maeKiPefv inaiuifactining indioti) with 
a bioidei Icehnologieal ba e to enable 
pioductnm to he oiicntetl towaids the 
need of inleiiiarional niaikct and adop¬ 
tion t>l vi‘»oious cxpoit piomotion 
iiiL 1 uies 

The autlKM'* hive *ilso siic^sed the 
neccssilv ol propelI\ ano ^vslemalreally 
develt'pme oil leadviiinu LMinient 111 - 
custrv with Its vt potcntMl loi eiowth 
ol evpmts In this wc enun great 
advanlib> w i\ ol lowti Liboui costs 
riK aulhois iiphtlv believe that sal¬ 
vation ol Indian textile indintiy and 
It i'polls iSp^pd on miking the 
p'oduets m< le eompetilivi in quality 
and pi lee mIIki tlian op dependence on 
concessions bv other countiies One 
novel simpi^stion bv then, is regarding 
inviting mullinatii>n.il ptMticip^ lion m 
the development ot oiii te*\lile‘ as well 
as textile niaehinciv manulaetuiing m- 
(iiistiv lhe> have even adve'cated trans- 
fciiing to India of thcclo»cd textile fac- 
loMcs in the rrc for mutual benefit. 
They also lavoui fiec trade /one type of 
incentives and facilities loi textile mills 
ICC Old mg substantial exports 

On the whole and taking all factors 
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BRANCH PIPES 
CAST-ON 




Directly Where They Belong ' . ^ j 

ByThe Electro-Slag Technique on bodies of nuclear and 

thermal power plant; / i 
on steam separators; ; 

volume compensators; 
reactors; ! 

boiler drums } 


iiY Hi U SH - 127 UNIT 

vwti h ptifnit*; j hr me pipe* blank 
dnd at the same timt* old ir onto thevM^ei body 
tit m inipri civf nto A P PE 200 mm IN DIA and 
2b0 n m HK,II IS MADE IN 25 to 2a MINUTES 
with lliws po^itivtlv piecluded ^ 

(L 

THE CAST-ON BRANCH ' ' ^ 
PIPE METAL IS IN NOWAY 
INFERIOR TO THAT OF 
MAIN BOOY. 
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inlo account, one however has a creeping 
doubt as to whether Indian cotton textile 
industry in view of the developing techno¬ 
logical and other trends in a number of 
countries in the world will ever enjoy 
the same dominating position that it 
once enjoyed. The one hopeful factor 
is the rising oil prices and consequent 
possible continual increase in synthetic 
fabrics threatening traditional Indian 
textile. 

Yet with all the unfavourable develop¬ 
ments taking place in the world, Indian 
textile industry must lake ail possible 
steps to hold ils own in vvorld icMi'e 
market b:causc ot the fact that the 
future of textile iiidushx.its ancillaiies 
p*^nd the vast cotton giowing cullivatois 
in the countr> depeml upc>n the futuic o\ 
this indusli). Tins hook would piovide 
valuable guidelines in tins lespcci 

HARVEST COMBINES 

Indian agricultuie has been experienc¬ 
ing rapid changes in certain parts (»1 tlic 
countr>. It IS undeigoing tianslormalion 
from traditional to inoie capital-intensive 
farm tcchnolog>. Jn these pails of the 
country, namely, Punjab, llaivana. Wes¬ 
tern Utt«jr Pradesh, northern legions of 
Rajasthan and parts ol Western Maha- 
rashtia, there is a niaikcd inciease in 
^ <IiC number of tractors, tliieshcrs and 
^ Tubcwells. The latest inlioduLiioii in 
this process ol mechanisation which came 
about since early 1970s is the ‘Harvest 
Combine'. Thus their number has in¬ 
creased from 66 pnoi to 1970 to 469 
by September 1978. 

A study was carried out mainl> in 
Punjab and Haryana, though it also 
covered parts of Rajasthan and Iblar 
Pradesh w'hich appears in the book htipuit 
of Harvest Combines on Lahonr-list\ 
Crop Pattern and Prodm tivity, The 
period selected was 1977-78. It would 
be instructive to know (he tinding^ of 
this study. 

It is observed that though the use of 
harvest combines m Indian agriculture 
has been as yet limited, the demand for 
them far exceeds Ihcii availability, ts- 
peciaJJy from season to season and from 
year to year. This is found to result in 
farmers’ inability to plan in advance for 
any major changes in cropping pattern, 

iASTBRN BQONOIOn: 


or to take an extra crop imbclwlien two 
seasons with a view to increasing crop 
intensity and farm productivity. 

Jt was observed that harvest combines 
were mainly used by big farmers with 
a Jioldings of 15 acres and more and there 
appears to be a positive relationship 
between faim si/c and pioporlion of 
area covered by harvest combines. Hold¬ 
ings ol less than 10 acies may safely 
to cxeluded as piospectivc users of harvest 
combines. 

Time Saver 

The useis ol harvest combines stated 
that Ms use *ci\ls a lot of time, helps 
clearance ol lield, provides protection 
against iiKleiiienl weather, theft, pest 
etc. saves j loi ol labour and helps avoid 
dependeiRe o!i hired labour. 

The sluuv leveuled that there is no 
signilicant Jilleience between users and 
non-uscis ol h.nvest combins either in 
Clop inlensiiv oi farm productivil>. 

Though ilieie is some saving of giain 
b> using lull Vest combines, this gain 
IS praetnallv neutralised by loss of fodder. 
This loss o\ loddcr may lead to increase 
III aie*! unde I I odder crops at the cost 
of a lea undti other crops. 

It has been observed that scarcity of 
laboui oiiMug harvesting season in these 
legions Icslllt^ m demand for harvest 
combines wMh a view of reducing de¬ 
pendence on liiied labour. Geneially the 
gap between ikmand and supply of 
hired laboui filled at present by mig¬ 
rant laboui lioin i:astern UP and North 
Bihiir. Tills I*, particularly true of Punjab 
where halves I Loinbines arc therefore in 
great demand 

It IS obseiNtd that use of harvest 
combines lead^ to about 95 per cent 
reduction in employment, most of which 
IS hired labi>ai Harvest combines lead 
to a praclp-al elimination of migratoiy 
labour coming liom labour surplus areas. 
This means blocking avenues for them 
outside then Slates. The authors have 
estimated that in Punjab, if all wheat 
and padd> area of big farmers with 
holdings of U) .ivies and above i^ harves¬ 
ted through Iiaivest combines, it would 
mean uncmplo>mcnt for about 170,000 
labourers. 

Thus the major conclusion that has 
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emerged from this study is that .Ihert^ 
is no social gains due to the use of harvest 
combines, in terms of increase in croppintl 
intensity or farm productivity. On the 
other hand, there is net social loss is terms 
of considerable labour displacement which 
would seriously jeopardize the employment 
opportunities of the casual labour force 
and more particularly migratory labour 
coming from labour surplus areas.” 

On the basis of the above finding, the 
authois therefore have rightly not recom¬ 
mended ..any further extension of har¬ 
vest combines in Indian agriculture.” 

The study has an important lesson for 
policymakers and ardent advocaie.s of 
mechanisation of Indian agriculture. It 
shows that introduction of each item of 
agricultural machinery should be weighted 
carefully regarding its impact on producti¬ 
vity and labour displacement. It is only. 
if there is net social gain, that particular 
machinery should be introduced. There 
appears at picsent no ease whatsoever for\' 
use of harvest combines in a labour sur¬ 
plus economy like India. 

AGRICULTURAL FINANCE 

Fven before the nationalisation of 14 
major commercial banks in the country 
in July 1969, the Slate Bank of India 
(SBl) had been doing something in the 
field of agricultural llnance. Hr R. D. 
Sharma, the author of Av»iieidtural 
Finance in India, undertook a special 
study of the role of SBI in the field of 
rural finance for his doctoral degree. He 
has covered the pciiod 1955 to 1970* 
Though since then more than a decade 
has passed, the book is not only of his¬ 
torical signiticance, but also helps us to 
understand how the problems which the 
author perceived then still continue in 
the field of agricultural finance making 
the recommeni'ations that he then made 
still significant- 

Theic is no doubt that the SBI did 
pioncciing woik in the field of farm cre¬ 
dit. In this it was a pace-setter and with 
its iiauguraiioii in 1952, it might truly be 
said that a new era in the development 
of agricultural credit, both in regard to 
quantity and quality, wa.s ushered in, thus 
opening the gates for subsequent massive ' 
entry of commercial banks in the field 
of rural finance. 

Though because of the all-India charae- 
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of the SBi, it has many 'firsts* to its 
Vbjttdit in respect of agricultural finance 
Ktfg. area covered, number of accounts, 
^Sisount of credit, etc.), the author obser- 
many loopholes in Iho working of 
BI. It would be instructive to know 
Ihesc drawbacks which the author percei- 
)V!ed more than a decade ago and to exa* 
mine to what extent the SBl (and also 
other nationalised commercial banks now 
engaged in the field of agricultural finance) 
heave removed those defects and have set 
tiiemselves on the right course. 


The author found that in view of the 
built-in constraints, it is not easy to take 
banking to rural areas on as large a scale 
as the situation demands. The same cons¬ 
traints still appear to be hampering rapid 
; qpread of banking in rural areas. The 
; author has referred to imbalance in bank- 
.Ing development in rural areas of different 
States, lack of infrastructure facilities, 
gnd apathy of bank personnel in dealing 
with rural clients. It cannot be said that 
there is significant improvement in any of 
these after more than a decade. 


Lagging States 


The author observed that the States of 
Kashmir, Assam, Bihar, Oiissa and Naga- 
, land lagged far behind in providing bank¬ 
ing facilities to their agricultural popula¬ 
tion and that the SBl, which is the only 
all-India commercial bank in the leal 
sense of the term, the other commercial 
banks being essentially regional in their 
outlook and spread, has a special respon¬ 
sibility as a leader to take banking to 
r these backward regions on a bigger scale 
than hithereto. This holds good even at 
, present. 

The author referred in 1970 lo some of 
the inaccessible areas in some of the States 
creating difficulties in taking banking to 
rural people, to legal flaws in tenancy 
legislation, to dependence offaimcrson 
' all-powerful village moncy-lcndcr-cum- 
trader-cum-landlord, to high incidence 
ofoverdues of bank and cooperative 
focieties and failure to do successfuly 
**much-pronounced work of lifting small 
farmers out of the rut.*’ If there is any 
(progress since 1970 in these respects, it is 
,ata snail’s pace. One wonders when and 
> whether all the small farmers in the coun- 
!try would ever be reached by our banking 
Motor, if progress continues at this pace. 


MoA than a decade ago the author 
referred to the complicated, lengthy and 
incomprehensible forms which the rural 
clients were called upon to fill, to nume¬ 
rous certificates and documents they were 
required to present, to the necessity of 
being watchful in matters of recovery of 
loans from rural borrowers, need to sim¬ 
plify or even change the concept of secu¬ 
rity as basis for granting loans to agricul¬ 
turists, benefits that would accrue by in¬ 
troducing credit-cards for every borrower 
indicating all the data necessary from the 
banker's point of view and so on and so 
forth. it is dejecting to note that one 
comes across almost similar criticisms and 
recommendatious in books on rural bank¬ 
ing written recently. This only goes to 
show that the progress in the sphere of 
rural banking is proceeding at disconcer¬ 
tingly slow pace. 

From the developments which have 
been taking place in the sphere of Indian 
agricultural finance during the last half a 
century, it should become clear that the 
only convenient, cheap, efficient and satis¬ 
factory course of reaching agricultural 
borrowers in all parts of India is to re¬ 
form the indigenous institution of 
money-lenders and incorporate reformed 
money-lenders into organised banking 
sector of the country. In this the Reserve 
Bank of India has shown dismal lack of 
imagination and ineptitude. It also shows 
how much national damage unjustified 
prejudice against a useful institution can 
do. Even at present without money-len¬ 
ders the rural credit structure would col¬ 
lapse. 

TREATISE ON INFLATION 

In Growthkss Inflation hy Means of 
Stocklcss Money-^A New Classical Trea¬ 
tise in Rising Prices, Dr P.R. Brahma- 
nanda, the doyen among Indian monetary 
economists, has come out with yet ano¬ 
ther massive treatise on the subject of 
inflation which has been raging and ravag¬ 
ing national and world economies during 
the last half a century, and what is much 
worse, defying both satisfactory theoreti¬ 
cal explanation as also practical solution 
to that problem both in developing and 
developed countries of the world. 

Inflation has been raging since World 
War II and contrary to expectations of 


most experts that post-World War II period 
would witness a steep recession or even a 
repeat performance of the great depres¬ 
sion of 1929-33, not only inflation has not 
abated but has been moving upwards with 
evcr-increasing force and so far has pro¬ 
ved intractable. 

Questions naturally are repeatedly be¬ 
ing raised : What causes inflation ? 
Given its well-known harmful effects on 
large sections of society with fixed in¬ 
come and extremely adverse effects on the 
nation’s and world economy, what should 
the inflation-control techniques be ? Much 
is being written and policymakers have 
been trying various control techniques. 
Inflation appears to be defying all these 
solutions and like mulli-hcaded monster 
is refusing to submit itself to any and 
every control-mechanism including new 
fangled Reaganism and Thatcherism (i.e. 
supply management techniques). 

So what ? Another student of monet¬ 
ary economics has tried his hand at this 
ever-recurring delemma. 

The Old Version 

Dr Brahmananda disagrees with the 
Keynesian, Friedmanian and Pafinkinian 
approaches on the ground that empirical 
experience during post-World War II 
period does not vindicate their stand¬ 
points or approaches. It is possible that 
the Fisherine or rather the early classical 
version of the quantity theory of money 
holds good in a general way in respect of 
both developed and developing countries. 

Dr Brahmananda’s obsei vat ions regard¬ 
ing persistent inflation producing distor¬ 
tions in production and distribution as 
also glaring inequalities, black money and 
conspicuous consumption resulting in 
social discontent and political instability 
especially in democratic countries are 
nothing new. Milton Friedman, for exam¬ 
ple, has forcefully brought them home 
while answering the Keynesian approach 
that inflation has a favourable effect on 
growth. Dr Brahmananda has maintained 
that variations in money supply either in 
the short-run or in the long-run cannot 
positively influence output. 

The author believes that transition from 
high inflation to the zero inflation state, 
however desirable for ensuring economic 
stability and growth, cannot be easily 
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aocomplFsii^ Except by sudden shifts and 
decisive action of the type he suggested 
some years back along with his mentor 
Prof CN. Vakil under the title 
Semibombla. 

And so the author concludes that stock¬ 
less money’s impact is not merely growth- 
lessness but in fact much lowct rate of 
growth than would have been possible 
otherwise. 

Regarding global phenomenon of in¬ 
flation, Dr Brahmananda believes that it 
is the direct result of the hangover of 
large stocks of US dollars in public and 
private hands. Consequently as a corol¬ 
lary, the author suggests devaluation of 
dollar as a remedy to global inflation - 
j'lvviously an impracticable and impossible 
A'^aolution to a real problem. As regards 
Indian inflationary situation that is play¬ 
ing havoc with every sector of the nation¬ 
al economy and making mockery of all 
poverty-removal programmes, the author 
has wained that possibly only a political 
unheaval can succeed in putting an end 
to the phenomenon of inflation in the 
country. Indian policymakers should 
take note of this because if such a deve¬ 
lopment takes place, the remedy would 
certainly be worse than the disease. 

Narrow Angle 

TJke all specialists, monetary econo- 
rlWists including Dr PB. Brahmananda 
tre looking at the phenomenon of infla¬ 
tion fiom an extremely narrow angle. 
They aic all trying to explain the pheno¬ 
menon within the monetary parameters 
and are trying to seek solutions to the 
problem again in tci ms of purely mone¬ 
tary techniques only. 

It should be realised that money and 
monetary liansactions of people represent 
fundamental forces that are motivating 
people to behave in a particular way. 
This would mean that the basic ;.nd 
fundamental cause of inflation is rhe 
ever-increasing population of the world 
and ever-rising expectations of the people 
and utter inability and incapacity of the 
productive forces of count] ies and of the 
world to keep pace with rising demand of 
fr^CT increasing population. Communist 
countries could put an end to inflation by 
compulsorily putting a curb on demands 
of people. In democracies which are all 


experiencing inlBatioii^ people mint learn 
to put a curb on their demand voluntarily. 
If they do not practise this self-discipline, 
mere monetary manipulations are bound 
to fail in controlling inflation which could 
in course of time threaten the very founda¬ 
tions of democracy and individual 
freedom. 
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: t9W Performance 

Tyre unit production at the Ballabhgarh 
ihctory rose to 639,072 automotive tyres. 

I the highest since 1975. Your company had 
glared itself for a much higher level of 
production, but recurring power shortages 
posed formidable problems. If it were 
not for the success of our power conser¬ 
vation programmes and streamlining of 
processing operations, the impact on our 
production would have been far more 
severe. 

Your Board at last year’s AOM ex¬ 
pressed its determination to improve 
earnings regardless of the many obstacles, 
as we could not possibly accept another 
year of marginal profits. The pre-tax pro¬ 
fit of Rs. 548 lakhs and nett income of 
223 Jakhs for 1980, although modest in 
relation to the sales turnover of 9040 
Jakhs, represents an encouraging turn¬ 
around. Your Company’s reserves needed 
urgent replenishments and your Board 
therefore was compelled to exercise re¬ 
straint in proposing the dividend for the 
year. The 12% dividend, for which 
wc shall be seeking your approval today, 
will leave 133 lakhs for transfer to 
leservcs and it is hoped the proposal will 
meet with your wholehearted endorsement. 
Considering current interest rate for sav¬ 
ings and debentures, your Board feels that 
the dividend rate should improve to at 
least 15 per cent and nil efforts will be 
made towards this end in the present year. 

Production Rate : 900,000 

We hope to reach an annual production 
rate of 900,000 tyres and lubes before the 
end of this year. 

Raw Material Prices: A major constraint 

i Our major concern is in the area of 
material costs. Natural Rubber from 
Kerala is now quoted at Rs. 14/- a Kg 
exclusive of cess and taxes against the 
floor price of Rs. 8.25 per kg fixed by 
Government. This is a 33% increase 
over prices a year ago and 100% or more 
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over the prices tyre industry currently 
pays in nearby Thailand and Malaysia. 

Other major raw materials are Synthe* 
tic Rnhber for which prices went up 30% 
since January 1980 on top of a 42% 
increase during 1979. Carbon Black for 
which prices rose by 50% on top of 
a 40% increase in 1979, and Rubber 
Chemicals by some 25% on top of a 21IJ;. 
rise in 1979. 

Tyre cord material, be it rayon or 
nylon, is extremely expensive in India and 
the Indian tyre industry finds it a formid¬ 
able challenge to maintain a proper 
Imlancc between economically viable scll- 
ing prices and what the consumer can 
afford to pay. The tyre user bears in 
addition the brunt of an ad valorem excise 
duty of 60.5% and a sales tax of about 
12%. As I said on a previous occasion, for 
every 100-Rupce cost increase on a tyre, 
the motorist or the truck operator has to 
pay Rs. 180 because of ad valorem taxes. 

The way to combat this problem of 
high raw material costs—83 per cent of 
our consumption is from local sources—is 
through higher production and further 
cost savings. With valuable assistance 
from our major shareholder—The Good¬ 
year Tire and Rubber Company, U.S.A.- 
we are making good progress in both 
these areas. Our 1981 results will I expect 
reflect creditably our achievement in pro- 
duction as well as cost control. 




ProdncHvily is the path, the only path fdr 
everyone's prosperity. 


The gross national product and per 
capita income for India compares as 
follows with some of the other countries*! 


Country Population 
(Crorcs) 
Mid-1978 

GNPat 

Market 

Prices 

(Rs 

Thousand 

Crores) 

GNP per- 
capita Rs 
(I978J 

India 

64.3 

94 

1.501 

Japan 

11.4 

697 “ 

61,132 

Republic 
of Korea 

3.6 

35 

9,624 

Federal 

Republic of 

Germany 6.1 

490 

80.064 

Italy 

'0.k.~ 

5.6 

182 

32,026 

5.5 

234 

41,950 

France 

5.3 

367 

68.972" 

U.S.A. 

21.8 

T766 

80,898" 


Our per capita income is as low as it k 
because firstly our total output is smafl. 
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sepondly our population has risen sharply 
and thirdly, our attitude towards work is 
ifl^rect., Unlike many countries, we 
ifft good resources in minerals and 
water for irrigation. New oil finds are on 
the cards. Our people are intelligent and 
by nature and upbringing law-abiding and 
responsible. 

An economic growth of 3-4% as has 
been the case with us so far will make 
no visible impact on our income levels or 
quality of life. To get away from our 
poverty, growth in excess of 10% is 

B eeded and our resources can put us on 
high road to prosperity, if our work¬ 
ing class is allowed to realise that there 
can be no prosperity unless the workers’ 
productivity improves. At the centre of 
fi^e grqat Japanese success is the worker, 
belief in and dedication to 
pr^ctivity have brought about incredi¬ 
ble iVcreascs in output, lower costs, higher 
quality, leadership in world export and 
above all, better wages and working con¬ 
ditions for the workers. 

right attitude 

Everything in our country’s present 
situation points to the need for a worker 
re-assessment of his rights, duties and 
tesponsibilities to himself, his family, his 
country and his industry. It also points 
to the need for Managers of industry to 
provide facilities for improved skills and 
to reward workers adequately for produ- 
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WAGES PNOOUCIMTY 


WAGES FRODUCTIVnY 


ctivity increases in the form of higher 
wages, retirement benefits and better 
working conditions. 

Because our levels of productivity are 
quite low and there is great scope for 
improvement, the opportunities for our 
working class arc correspondingly impres¬ 
sive and exciting. Wage increases on top 
of ever-rising dearness allowance without 
matching improvement in equipment uti¬ 
lisation and product quality and output 
will do no one any good, least of all to 
the working class who will pay the penal¬ 
ty in the form of higher inflation, lower 
living standards, shortage of necessities 
and shrinking employment opportunities. 
The truth is productivity is not something 
for the benefit of ijulusirialists or manage¬ 
ment; It is the path, and the only path, 
for everyone’s prospcnly. The more this 
subject is dchalcd, discussed and analysed 
the surer will be our bright future; the 
more we shy away from the subject, the 
greater the dangei t»r increasing distress 
for our people. 

New Taxes 

Out union finance minister is making 
a highly commendable effort to set the 
country on a new and progressive course 
through fiscal measures. In the imple¬ 
mentation process, these sound intentions 
seem to suffer .setbacks. As an example, 
the tyre industry has lately been served 
demands for siibslaniial excise payments 
on in-process materials. Tyre production 
involves, among other things, extrusion of 
rubber, chemical treatment and coating of 
tyre cord and the scrapping of materials 
and tyres that do not make the grade. To 
levy taxes on rubbci and coated tyre cord 
as they go through the manufacturing 
process and lt> lax scrap material could 
not obviously be the intention of our 
policy makers, especially when the final 
product attracts a very heavy excise levy. 
The fact however is ^uch a demand has 
been raised and if it is sustained the con¬ 
sumer would eventually have to bear the 
burden of a massive 20% or higher 
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price increase. The industry has made 
several representations as its very survival 
would be in some jeopardy if the demand 
is not withdrawn. It is hoped that a prag¬ 
matic attitude will prevail among concern¬ 
ed official circles. 

Tax on Movement of Goods 

Another development of concern is the 
introduction of a bill in the Parliament— 
The Constitution (fortysixth amendment) 
Bill 1981 “to empower states to levy tax 
on movement of goods between stocking 
points of the same manufacturer. Your 
company’s production must of necessity 
be distributed throughout the country and 
for this purpose wc have 18.stocking 
points in ililfcrcnt states and if stocks 
moved from the factory to these points 
arc to attract a sales tax levy, the com¬ 
pany's operations would come to a virtual 
Standstill. The proposed tax would make 
our products that much more expensive 
as compared to tyrer made locally in the 
destination slate by the local tyre industry 
and sales would plummet, leading to 
closure of our branches. Our home state, 
Haryana, cannot absorb our entire pro¬ 
duction. The bill can do incalculable 
harm to the concept of India as one coun¬ 
try, one people and one market. 

Tyre Industry Outlook. 

The outlook for tyre industry is im¬ 
proving. Vehicle production, particularly 
light and heavy trucks and farm tractors, 
is niiiintaining a healthy growth. Move¬ 
ment of people and cargo by road must 
of necessity increase, and alongwith it the 
use of tyres, notwithstanding the fact that 
tyre quality and design are continually 
changing to give longer service. 

Goodye.'ir products command good con¬ 
sumer acceptance and our constraint so 
far has been limited production. We feel 
we can now look forward to a gradual 
casing of this constraint. To accelerate 
progress, modernisation and balancing of 
plant and machinery has been taken up 
this year and w ill be continued as a regu¬ 
lar feature. 
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Drugged, Bound & Trussed 

A Focus on Pharmaceutical Industry 


Who will Cut the Gordion Knot ? 

T. C. A. Srinivasa-Raghavan 


MisGUinm poikiis aie us¬ 
ually based on myths, which 
is why they luin out to be 
misguided. One such myth 
^ is that the pharmaceuticals 
‘’industry makes excessive pio- 
fits. Based on this has evolved 
the current set of policies. 

A recent survey of 16 com- 
Ipanies shows that profitability 
of these companies has dec¬ 
lined by 27.5 per cent in 
1980. The ratio of gioss 
profit to turnover of these 
companies has declined to 7.7 
^per cent fiom 11.4 pei cent 
during the previous yeai. 

Did someone mention ex- 
jCessive piofits‘> Some ic- 
Ithinking, it seems, would be 
in ordci. 

I Given that the objective of 
a drug policy should be to 
ansurc the supply of adequate 
quantities of quality diugsal 
treasonable prices, Mr P.C 
Sethi, the Mfnislcr concerned, 
needs to ask himself the fol¬ 
lowing questions: 

1. Is my pioduction policy 
Onsislcnt with my object i\cs? 

2. Is my pricing policy con- 
Istent with my objectives? 

He should not have much 
iculty in arriving at a 
live answer to both. Hcic’s 


I 


m 


The stated aims of the pio¬ 
duction policy aic self-suffi¬ 
ciency and difl'usion of produc¬ 
tion over a huge numbci of 
units to prevent monopolistic 
tendencies m the mdustiy. The 
puis\iit of these objectives has 
been so single-minded- some 
may prefer to call it bull- 
headed- -that several dis¬ 
tortions have emerged in the 
industry. Gives below arc 
some examples: 

- The attempt to produce 
all diugs m India regardless 
of cost conditions has led to 
domestic prices being higher 
tluin international puces. Im¬ 
ports would theiefoic be 
cheaper; 

—The attempt to prevent 
monopolistic tendencies has Jed 
to the neglect of scale eco¬ 
nomies with some small units 
producing as little as fise 
tonnes per year at absuidJy 
high costs; 

—No attempt has been 
made to dcteiminc the real 
requirements of the count!y, 

— Together these factors 
have led to a very thin spread 
of scarce resources. 

The objective of price con¬ 
trols IS to prevent profiteering. 
In practice, these controls have 
meant unremunerative prices, 


particularly during times of 
rapid escalations m cost. In 
turn, this has meant low pio- 
fitability and declining invest¬ 
ment. It has also meant an 
unmanageable burden on the 
Bureau of Industrial Costs and 
Prices which is charged with 
the fixing of over 20,000 for¬ 
mulations. 

The net result has been 
shortage, trouble for the in¬ 
dustry and inadequate coverage 
of the population. (By 1982- 
83, it is hoped that 25 per 
cent of people will be covered). 

Mr Sethi should therefore 
question the premises of 
Government policy. These 
arc: big is bad and the in¬ 
tentions of the private sector 
arb less than honest. The 
first flies in the face of inter¬ 
national experience. The 
second assumes that virtue is 
a monopoly of Government 
and its agencies. Both assump¬ 
tions should be re-examined. 

Mr Sethi should then devise 
a new and more realistic 
policy. He should start by 
discarding the present system 
of price controls. This system 
allows a 12-14 per cent re¬ 
turn on bulk drugs and has 
a system of mark-ups for for¬ 
mulations. In theory it is a 


very tidy system but in prac-* 
tice it does not uork. The 
delays inherent in it ensure 
Its inefficiency and perhaps 
the industry’s (eventual) bank¬ 
ruptcy. 

Instead, Mr Sethi should 
introduce a system which im¬ 
poses a ceiling of 15 per cent 
(of turnover) on profits. This 
will ensure two things: excess 
profits will be cuibed and only 
such drugs as are in greater 
demand will be produced as 
manufacturers seek to maxi¬ 
mise profits by maximising 
turnover. 

But it IS possible that doing 
away with price controls is 
too radical a departure from 
moribund tradition. In that 
event, Mr Sethi should seek 
to control the prices of only 
a few formulations of mass 
consumption instead of the 
whole range of 20,000 or so. 
And to avoid delays, he should 
regulate on the basis of cost 
plus reasonable return instead 
of ex-factory cost plus mark¬ 
up. 

n 

If even this is unacceptable, 
he should rationalise the pre¬ 
sent system by having only 
two categories instead of the 
present four. The first cate¬ 
gory could consist of essential 
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4nigs witb a mark-up at least 
f^^enough to breakeven. The 
second category could be de¬ 
controlled and prices could 
be determined by the market. 

On the production side, 
Mr Sethi should persuade him¬ 
self and the Government that 
production controls in the long 
run arc counter-productive. 
While monopolies should be 
curbed it should not be done 
in a way that production is 
curbed. By fixing ceilings on 
capacities and penalising those 
exceed it, only the cause 
f piousness is served. In 
particular, distinction should 
be made between excess pro¬ 
duction achieved by opera¬ 
tional efficiency and excess 


production achieved by the 
installation of new, unlicensed 
capacity. 

The key to success in the 
pharmaceutical industry is con¬ 
tinuing research and innova' 
tion. While it is all very 
well to talk of self-reliance 
in this field, realism requires 
that the foreign companies be 
used as far as possible as 
vehicles of technology transfer. 
There is little sense in killing 
geese that lay golden eggs. 
This, in effect, is whal the 
Government has succeeded in 
doing through its various 
policies. International privyic 
investment comes forth only 
if there is a sizeable stake in 
equity. Technical collabora¬ 


tion for limited periods may 
have its advantages but a con¬ 
tinuous transfer of technology 
is not one of them. Mr Sethi 
should take a long and hard 
look at this aspect also. 

’Another aspect to which 
Mr Sethi could profitably pay 
attention is that of exports. 
India is extremely competi¬ 
tive in tableting, bottling and 
packaging of formulations. If 
duty-free imports of bulk 
drugs could be allowed the 
export of formulations from 
free trade zones would prove 
a real bonanza. 

The only problem here would 
be of quality control which is 
not the strong point of small 
units. To get over this, a 


loan licensing scheme shoui< 
be allowed where big com^ 
panics farm out the work tO ' 
small ones. The advantaged 
are two-fold: first, the naing 
of an established company capil 
be used and second, tbd 
company concerned, in a bi4; 
to protect its fail name willg 
ensure quality also. 

All these things call for a 
drastic revision in the set 
alii tildes and opinions of the| 
Government to private sectotS 
activity. There ha\c been signai* 
that the thinking oi' Govera-*if 
ment has been veering aroundt 
to pragmatism. This procesei'^ 
should be accelerated and 
larged to include the drug 
industry as well. 








STANDARDISATION OF PHARMACEUTICALS 
FARKE-DAVIS SETS THE TREND 



1883 


Dr. Albert B Lyons demonstrates methods of accurate assay to Hervey C. Parke (centre) 
and George Davis, founders of the company. 

As in research, in standardisation of pharmaceuticals, Parke-Davis sets the trend. In 
1883 , announcement was made of twenty normal liquid preparations, fluid extracts, 
standardised by an estimation of their alkaloid-content. 

The significance of this trend, set more than 90 years ago, is almost immeasurable. 
Over the years, the developing skills and the complicated processes involved in the 
manufacture of drugs, made it necessary that the products have the same potency and 
purity, though manufactured at different times. To control quality, it is, of course, im¬ 
perative to have a standard to be maintained. And this principle of standardisation is 
meticulously followed all over the world in all Parke-Davis establishments,even today. 

The innumerable tests, carried out before, during and after the synthesis assure the 
unvarying quality of different batches of products like Chloromycetin, Benadryl, 
Camoquin and a host of others, and is a significant achievement in a never-ending 
search of Parke-Davis for "Better Medicines for a Better World". It is from such 
pioneer leadership that Pharmacy, Medicine and the Public whom it serves, are bene¬ 
fited most. 


PARKE-DAVIS 
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Towards Healthier India 


Amonci thl developing coun- 
tiies, India has been tanked 
by the UNIDO as having 
the largest and most modem 
pharmaceutical industry, in 
terms ol the vancly, range 
and sophistitdlion ol drugs 
and phdimaccL Heals manii- 
j*.^rtuied The sliuLtuial 
growth of the indusliy has 
neen icniaikable, involving 
both vertical and hori/ontal 
opansion, compiising laige, 
medium and small-scale units, 
in both the public and private 
scctois, numbering about 3 000 

The industi>\ piesent turn- 
ovci is icckoned at Rs 1,250 
cioies ol formulations, based 
on Rs 225 cioies ol domesti¬ 
cally pioduced bulk diugs and 
about Rs JOO cioics of im- 
poited diugs The numbci 
oi bulk diugs indigenoi]sl> 
|'* 4 jioduccd IS ovei 400 now 

'^i'remcndous Growth 

What IS moic the indigenous 
sector of the diug industrv, 
as distinct fiom multinationals 
has grown ticniendously ovei 
the years It accounts foi 
70 pci cent of bulk diugs and 
60 per cent of finished foi- 
mulations produced in the 
countr>, while loieign com¬ 
panies stiictly so called, num¬ 
bering 20 out of a total ol 
140 oiganizcd sector units, 
produce the balance Almost 
all quality-conscious Indian 
companies have giown fast, 
their giowth-iatc aveiaging 
20-30 per cent per annum as 
r^ompared with the ml or mai- 
ginal growth of foreign com¬ 
panies. Import substitution 
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in the industiv, again has 
made rapid stiidcs ovti the 
>cais, bringing down to almost 
insignificant levels the impoit 
content of diugs pioduced in 
the countiy, although lately 
thcic has been a slight icvci al 
ol this tiend Ncvcilliclcss, 
the savings effected in loitign 
exchange thiough cxpoils and 
import substitution have hLcii 
considerable 

Distinct Sectors 

In the pattern ol dtvih p- 
ment ol the mdustiv o\ci 
Lh<' yeais, thicc distinct cc- 
tors appeal to have tnitiLid 
First, Iheie is the public 
sector, compiising tvcoliigc 
units (IDPL and HAI ) own¬ 
ed by the CcntialCjovcinmLnl, 
anolhci two units c^wiuci by 
two Slate Goveinmcnts ind 
scvcial otheis being planned 
with the Central and Si tc 
Governments shaiing invest¬ 
ments on a ‘>0 ^0 bisi with 
one or the othci ol ilu two 
Central Cjovtmmci l owned 
units piovidmg the leehnoh y 
and expel 1 ISC Second is 
the vciy laigc mimbei ol 
Indian-owned units hut, 
ined uni and smal' cngiicd 
m Ue pioduclion ol a \ niely 
ol bulk dings andlornuili 
tions These numbci hundieds 
and constitute, as stated i ii- 
liei, the hugest .md I isicst 
glowing scctoi of the indiistiv 
Third, thcie is the loitign- 
collaborated sector with diuct 
and irdiiect foieign shire- 
holding exceeding 40 pci cent, 
and distiibutcd among 
Ameiican»Biitish, Swiss West 


Gciman and olhei companies 
In recent yeais scvcial loieign 
companies have diluted then 
foicign equity to 40 pei cent 
Ol less to qualilv as “indian 
companies undei the loieign 
Exchange Regulation Act 
Undci the new dmg pedicv 
announced in Maich 1978 
torcipn companies (with moic 
than 40 pci cent diicct loieign 
equity) engaged onl\ in the 
manufacture ol loimiilations 
Ol hulk diugs not involving 
“high lechnologv oi both 
have to bung deswn then 
foreign equity loithwith to 40 
pel cent Thus, over the past 
few ycais, the loieign sccloi 
has slipped to the position of 
a relatively minoi paitnei in 
the Indian phaimaceutical in 
dusliy 

Foreign rompanies 

Nevertheless, the loieign 
sccloi continues to be a foicc 
to icckon with by viituc ol 
Its technological and manage- 
iial capabilities uiid its ic- 
sources and its vciy high 
standard of pioducts In tact 
“with the inflow ol intei- 
national lechnologv and ex¬ 
pertise and then fusion with 
domestic lechnologv and ex- 
pcitisc’ said the Managing 
Director of Ph/ci some oi 
the indigenous cntci puses 
(could) glow to the extent ol 
successfiillv competing m 
terms ot the quantum anc 
quality ol diugs pioduced— 
with the veiv best ot 
the Intel national companies, 
(while) the bmld-up ot a sli ong 
technological base and infia- 




stiuctiiic and the vertical! 
hoii/ontal spread of the ifl 
dustiy have led to the widd^ 
spread growth of a large 
cillaiy scctoi involving tli 
supply of various law 
packaging matciials, niachmeiC; 
and equipment, prmtia 
glass teiamics, etc piovidic 
in the process, technology 
well as employment on 4 vef 
wide canvass indeed 

Best Technology 

I he 1 lidust 1 y\ maiuii>j 

lactuiing managciiaJ, techii 
logical marketing, packagiii 
R «& I) and quality contro 
sUindaidsas well as those 
ancillaiy technology have, thit 
acquired the best Intelnatic 
slandaids, raising the pre 
ductivitv and technical base 
all around, to the best achieve 
anwhwcic in the world”. 

^^hllc the employment and 
cmplovnient potential gencrat#' 
cd in the industiy as well a|' 
in the wide ancillary sector^ 
attached to it including the"; 
distil but ion and tiacic ^ecto^a^] 
IS estimated to he over idl 
lakhs now, the wages an 
working conditions offered toJ 
the employees of the varioml] 
categoiics (scienmic, technic 
and non technical) aic amoq||f| 
the best in the countiy, evMl 
while the high quality Stan 
da ids iigoioiisly enforced 
the industry as a whole hav 
benefited the consumcis to 
diugs and phaimacculicals ot 
the highest quality and safem 
However, despite the va 
incieaseinthe pioduction ; 
productivity of the industc 
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the years, the per capita 
!;i'Consumption of modern drugs 
yin India, today, is less than 
[*, Rs 15 as against Rs 310 in 
r the USA, Rs 235 in West 
i; Germany, Rs 241 in France 
and Rs 252 in an Asian coun¬ 
try like Japan. Even the popu¬ 
lation covered by modern 
therapy, is not more than 20 
“percent in India now, (mostly 
in the urban metropolitan 
cities and towns), while the 
remaining 80 per cent living 
in the villages of India, have 
iv to be content with their tradi- 
‘ tional, often unsafe modes of 
meilicare. 

Under the Sixth Five-Year 
Plan, it is envisaged that the 
• total investment in the Indian 
drug industry would increase to 
Rs 775 crores by 1984-85 (as 
f against Rs 450 crores now). 

I The new investment would be 
f of the order of Rs 275 crores 
for bulk drugs and Rs 50 
crores for formulations. On 
the basis of this investment 
'jplus imports (landed cost) 
/Worth Rs 150 crores (making 
a total of Rs 925 crores in 
.•all), the production of bulk 
drugs, by I984-S5, is expected 
, to be Rs 665 crores (as 
.against the present level of 
Rs 225 crores) and of for¬ 
mulations Rs 2,450 crores (as 
-iigaiast Rs 1,250 crores now). 

r Export Expectations 

’ Exports, iigain, are expected 
to rise to about Rs 50 crores 
|:as against the present level 
,.of Rs 30 crores or so. Scctor- 
(Wise, the new investment of 
"Rs 325 crores envisaged under 
}.thc Sixth Plan is expected to 
shared between the public 
^'Sector, foreign sector and 
lindian and small-scale sectors 
the order, respectively, of 
'iRs 160 crores (bulk drugs 
- 
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Rs 140 crores and formula¬ 
tions Rs 20 crores), Rs 50 
crores (bulk Rs 45 crores and 
formulations Rs five crores) 
and Rs 115 crores (bulk Rs 90 
crores and formulations Rs 25 
crores). The scctorwise pro¬ 
duction of bulk drugs and 
formulations in the Sixth Plan 
is envisaged as under : 

(Rs in crores) 


Sector 

Bulk 

drugs 

Formu¬ 

lations 

Public 



Sector 

215 

330 

Foreign 



Sector 

135 

720 

Indian 



Sector 



Small Scale 

265 

910 

Sector 

50 

490 

Total 

665 

2,450 


While the investment and 
production envisaged under the 
Sixth Plan may seem huge, 
they might, at best, help to 
bring another 20-25 per cent 
of the population under 
modern drug therapy—if 
carried out to the fullest ex¬ 
tent. But, the constraints, 
Irindicaps and difficulties are 
many indeed to achieve even 
the modest plan targets in 
terms of the nation’s mini¬ 
mum requirements for medi¬ 
care under the Sixth Plan. 

The main constraints for 
the full growth of the in¬ 
dustry stem from the current 
policies for licensing, produc¬ 
tion and pricing of drugs and 
formulations, while there can 
be no quarrel with the exist¬ 
ing postulates that the public 
sector should achieve com¬ 
manding heights in the in¬ 
dustry and that the indigenous 
units should grow rapidly, the 


manner of implementing this 
policy leaves much to be de¬ 
sired. For example, it is 
not necessary to deny our¬ 
selves the capabilities and re¬ 
sources of the multinationals 
which despite their relatively 
diminished role in the coun¬ 
try’s drug production, have the 
best technology, managerial 
and other expertise, to con¬ 
tribute to production, produc¬ 
tivity and product excellence. 

Tropical Diseases 

In particular, the substantial 
contribution of multinationals 
in the vital tield of research 
in tropical diseases--peculiar 
to the Third World countries— 
deserves mention here. Six 
European companies alone 
together spend $40 million 
(Rs 32 crores) annually on 
research in tropical diseases 
as against WH()’s budget of 
$25 million (Rs 20 crores) in 
areas covered by WHO’s 
special programmes. Research 
efforts by the phamtaccutical 
industry in the developed 
countries have led to the dis¬ 
covery of a number of ex¬ 
tremely useful drugs for the 
treatment of diseases endemic 
in developing countries such 
as malaria, filaria, small-pox, 
yellow fever, cholera and many 
other parasitic and infectious 
diseases. 

Currently, however, short¬ 
ages of essential drugs and 
pharmaceuticals appear to be 
assuming almost alarming pro¬ 
portions due to inordinate 
delays in the grant of licences 
on pending applications, 
serious slippages in the im¬ 
plementation of projects, es¬ 
pecially by the public sector 
units and financial constraints 
due to unremunerative pricing. 
Contrary to the olfficial claim 
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Drag Suppiemmt 

of achieving self-sufficiency in 
bulk drugs by the end of the 
Sixth Plan period, import of 
major bulk drugs have been 
mounting year after year. 

Further, a number of drug 
units, including some of the 
leading ones, appear to be 
on the verge of incurring huge 
losses, since their profitability 
is eroding fast under the stress 
of unremunerative prices fixed 
under the Government’s pricing 
policy. since 1970, drug 
prices have been strictly con¬ 
trolled. Not only the prices 
of every bulk drug but also 
the price and profil margin 
of each and every finished 
product are determined accord¬ 
ing to a rigid pricing for¬ 
mula. 

Ceiling on Profits 

Over and above this, there 
is a ceiling on the overall 
profit a company can make. 
No unit, therefore, can over¬ 
charge or make exorbitant 
profit or increase prices with¬ 
out the prior approval of the*' 
Government. On the other 
hand, the insidious impact of 
the escalation in the cost of 
raw materials, packing mate¬ 
rials and other inputs on the 
profitability of pharmaceuti¬ 
cal products has been drama¬ 
tically revealed by a recent 
survey covering 24 companies, 
with a turnover of Rs 350 
crores or about one-third of 
the industry total, and re¬ 
presenting a cross-section of 
the entire industry—which has 
shown that out of the total 
of ] 403 products/packs market¬ 
ed by these companies in cate¬ 
gories 1, 11 and 111, as per 
the classification under the new. ^ 
price formula, unprofitable 
products accounted for as 
many as 481 i.e. 34.28 per 





282 




/?ent. The percentage of the 
j^Vnprolitable products in cate- 
f gory I was as much as 56 
per cent, followed by 35 per 
cent in category 11 and 32 
per cent in category HI. The 
number of products/packs in 
category IV, which is free of 
price control, was only 136, 
The mark-ups allowed for 
category 1 and II formulations 
considered essential (at 40 per 
cent and 55 per cent res¬ 
pectively) are clearly unre- 
murerativc. The term ‘mark- 
is often misconstrued as 
profit or contribution, over¬ 
looking such factors as ex¬ 
penses on freight-deliveiy, 
Wholesalers’ and retailers’ 
margins and manufacturers’ 
own selling and distribution 
expenses. 

Irrational Concef.t 

The “leader price” concept, 
again, as introduced in the 
new pricing scheme, is irra¬ 
tional in theory and inequitous 
in application. Its only re- 
has been to dry up new 
divestments in the drug in¬ 
dustry. With continuing in¬ 
flation, the cost of new plant 
and equipment is several 
times higher than before. If a 
new manufacturer is forced to 
price his product on the basis 
of another manufacturer’s 
older plant, equipment and 
costs, the return on the in¬ 
vestment of the new manu¬ 
facturer and ultimately, his 
profitability would stand con¬ 
siderably eroded. In short, 
the bane of the ills of the drug 
industry, as of others, in India 
today, is the concept of ‘cost- 
based" individual retention 
^^ices which have made exist- 
"ing price controls unnecessa¬ 
rily complex, cumbersome,dis¬ 
criminatory and administra¬ 


tively difficult to operate, even 
while adding enormously to 
administrative delays and costs 
which, in the final analysis, 
have really to be borne by the 
consumers themselves. 

Restrictive Features 

The price issue apart, tlicMc 
are other restrictive features 
in the drug policy which arc 
coming in the way of ex¬ 
panded production. I or ex¬ 
ample, there is the in¬ 
sistence on manufycline o\' 
drugs from the basic slauc, 
irrespective of the capabi¬ 
lities and resources ol' the 
units concerned, ovcrull hut 
graded ceiling on profitability 
based on R & D activity, 
abolition of brand names lor 
new drugs, etc. While the 
aim behind the insistence i>n 
manufacture of drugs tiom 
basic stages is apparently to 
induce the foreign seeun to 
manufacture all future drugs 
from the basic stage, it, how¬ 
ever, lends to ignore eco¬ 
nomic realities like the scale 
of manufacture. The Ingh- 
cost production sliueliiK of 
the industry is, in fact, main¬ 
ly attributable to fiagmcn>a- 
tion of capacity among the 
multitude of small, unecono¬ 
mic units in the name i>f 
preventing monopoly and help¬ 
ing the indigenous, small-scale 
sector. 

Licences, for example, aie 
given for as little as iwo 
tonnes per year when econo¬ 
mic rorms based on intei- 
national standards dema nd 
capacities to 200 to 1000 
tonnes per year. No wonder, 
therefore, that for letracycline 
the domestic rate is Rs 780 
per kilo against the import 
price of Rs 256 per kilo, 
for Vitamin B-1 Rs 749.71 


per kilo against Rs 258.62 
per kilo and for PAS (an 
anti TB drug) Rs 83.32 per 
kilo against Rs 18.99 per kilo. 
Examples of this kind are, 
indeed, limitless. 

While this is one side of the 
picture, other side is penaliza¬ 
tion of excess production 
achieved by technological and 
operational efficiencies, by 
being required to cut back pro¬ 
duction to the licensed levels. 
This is, indeed, an irrational 
policy, inasmuch as excess pro¬ 
duction achieved through tech¬ 
nological improvements has the 
cfTccl of bringing down costs 
and also increased availabi¬ 
lity of the product consumed. 

Productivity Norms 

The obvious solution to the 
problem of shortages and high 
prices of drugs and phar¬ 
maceuticals lies in more pro¬ 
duction and more producti¬ 
vity, so that uninterrupted 
market supplies could match 
market demand. 'This can 
happen only if the countiy 
moves away from the culture 
of controls, to which it has 
been lied over the years and 
which is indisputably the most 
important factor for the stag¬ 
nation of industry in general 
and the pharmaceutical in¬ 
dustry in particular. 7he net 
result of it all has been to 
put India far behind in the 
pharmaceutical map of the 
world, both in terms of the 
range of modern drugs and the 
newer advances in medical 
therapy preventing millions of 
our sick and sulfering brethren 
from availing the benefits of 
the scientific and technological 
strides sweeping the more ad¬ 
vanced parts of the world. 
While the intention of the 
Government in protecting the 


interests of the consumer re-3 
mains unquestioned, the un*^ ^ 
intended eflect of Governmental 
policy over the years has been J 
to end up with a price structui^i 
which mulcts the consumef;! 
at least three times as mucSf 
as that of all the international'^ 
drug companies pul together, J 

“Let us encourage,” as L.K , 1 
Jha has said cryptically, 
“rather than discourage, higher j 
profits, which come out 
greater attention to costs and S 
minimising the waste of J 
capital, rather than have 
‘cost-plus ■ approach to pricing. 
Let us make Government poli- *^ 
cics and procedures, the price,^ 
policies and regulatory 
ties, the taxes and the 
sidics, the licences and theH 
controls subservient to the obr'3 
jeclivc of getting the maxi-^ 
mum out-put from each unitl 
of capital invested”. ThisJ! 
in the ultimate analysis, is thed 
only way to protect consumer| 
interest in India and not by? 
strangulating controls which ’ 
have only served to curb pro* . 
duclion and productivity and 
above all, free availability of j 
essential quality drugs at eco-.;J 
noinic prices. 


Attention Subscribers 

Subscribers are request¬ 
ed to notify the non-receipt 
of a particular issue within ' 
a month of the date of v 
publication failing which it 
may not be possible to \ 
provide replacement copy. 

[i 

Chief Executive J 
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Cakhm-hungry bones are weak and casHy damaged.^ 

Caldum-Sandoz 
strengthens bone structure. > 


Bones can't be seen Yet they 
are critical for the growth and 
development of your children, / 
Calcium IS a vital component 
of bones and teeth Calcium 
deficiency results in weak and 
brittle bones Teeth become 
loose and develop cavities 
For strong teeth and healthy 
bones give your child 3 to 4 
vanilla flavoured Calcium- 
Sandoz tablets every day 
In addition to Calcium each 
tablet IS fortified with Vitamins 
C D and B12 

Your child loses calcium every ) 
day. This must be replaced. 
Otherwise his growth will 
suffer Ordinary meals may 
not provide enough calcium. 
Start him on Calcium- 
Sandoz today-before it la 
too late No amount of 
calcium given later can 
repair the damage 
Remember not all calcium 
tablets are the same Insist on 
Calcium-Sandoz only Do not 
settle for substitutes 
Calcium-Sandoz—the world s 
best calcium developed by 
Sandoz in Switzerland 















^ Caldum-Sanclol 

^^^^/^strongtoethoadheaHliylMN^ 



CltCunha/CS /29 


MffnnN BcqmiasT 




Drug SupphenttnUj 


The pharmaceutical industry 
is today facing a crisis. The 
inflationary pressures in the 
economy and the escalating 
costs of production witnessed 
in the past few years continue 
unabated. Yet there is in- 
^^Jcient relief in respect of 
prices, which, for drugs were 
arbitrarily pegged at uneco¬ 
nomic levels; there has been 
no revision of drug prices 
during the last five years. The 
result is a sharp decline in 
profitability and the conse¬ 
quent fall in investment and 
production. 

Jn spite of all its elTorts, the 
industry is sinking deeper and 
deeper in the quicksand of 
unrealistic, irrational, counter¬ 
productive and damaging poli- 
cic'i end constraints. "I'he 
iV^cvitablc happened drug 
^^Jhortages occurred. The short¬ 
ages, which were occasional 
in the beginning, soon became 
frequent. Jn fact, now the 
shortages are so frequent and 
wide ranging that they make 
stale news. 


iosJgnificant Increase 

According to the annual 
report of the Department 
of Chemicals and fertilisers, 
the production of formula¬ 
tions in 1980-81 amounted 
to Rs 1,200 crores as 
against Rs 1,150 crorcs during 
1979-80, representing an in¬ 
crease of four per cent, 
iTT'^and that of bulk drugs in¬ 
creased by 9 per cent from 
Rs 220 crores in 1979-80 to 


Need for Pragmatism 

Dr S. K. Bhattacharya 


Rs 240 crores in 1980-81. 
While in some quarters this 
has been labelled us ‘a rmihcr 
increase’—as if expecting no 
increase or even less incrcasc- 
tht appalling truth is tiu’.t 
these increases are the lowest 
registered during the last five 
years. As compared to the 
16 per cent increase projected 
for the year 1980-81, these 
increases are insignificaiU. 

Control Mechanism 

Since 1962, when drug pi ices 
were frozen, the Govcrmncnl 
has devised a series of con¬ 
trol mechanisms, each more 
constricting than the prexious 
one. Culminating in the Water¬ 
loo of I979--the pricing for¬ 
mula in the latest Drugs 
(Prices Control) Order. I'lulcr 
this formula not only the 
price of and profitabihtx of 
every bulk drug, but also the 
price of and profit margin 
on each and every finished 
product are fixed, (hi top 
of this the overall protii a 
company can make is also 
controlled. The mark-ups al¬ 
lowed arc as low as 40 per 
cent and 55 per cent for ( ate- 
gory I and J1 drugs, far below 
the brcak-cvcn mark-up esti¬ 
mated at 75 per cent. Govern¬ 
ment approval has to be ob¬ 
tained for every price increase, 
on each product and prek. 

The price control system 
further lays down that prices 
cannot be raised, unless appro¬ 
val is first granted for every 
pack of every product. Several 


months pass before a price 
increase is granted. Thus, 
although, several new prices 
have been recently announced, 
but none of these new prices 
take into account the two 
petroleum product price in¬ 
creases in 1981. Meanwhile, 
the companies are compelled 
to sell their products at a 
loss. 

Naturally, the decline in the 
profitability of the industry 
has had its impact on invest¬ 
ments. New investments in 
the industry declined from 
Rs 19.1 crores per year during 
the pre-DPCO period (1963 
to 1969) to Rs 8.7 crorcs per 
year during the 1970 post- 
DPCO period (1970-73). In 
more recent years there has 
been insignilicant new' invest¬ 
ment based on self-gcncralcd 
resources in the industry. Jn 
point of fact, most units of 
the industry arc eating into 
their capital reserve. 

Modification of Policies 

In addition to the im¬ 
mediate relief, it is absolutely 
essential that (he Government 
reviews and modi ties the cur¬ 
rent pricing and licensing 
policies in the light of detailed 
.submissions, supported by 
facts and figures, made by the 
industry, in order to evolve 
a more pragmatic and growth- 
oriented policy which will meet 
the demand projections and 
estimates of pharmaceuticals 
during the Plan period 1980-81 
to. 1984-85. 


HASmH BCON0M1ST 


Available statistics indicate^ 
that, while India’s balance ofi, 
trade has deteriorated conti-!v 
niiously over the last four!^ 
years, (he imports of bulk'^ 
drugs into the country have,^ 
registered a. significant aiidj'fj 
progressive increase over thirf 
last few years (CIF value of 
imports; Rs 46.02 crores ih 
1975-76; Rs 93.81 crores itii 
1979-80). 


i 


(Unnecessary Imports 

Although ? large number oi:| 
life-saving drugs, especially;^ 
drugs for the treatment 
tropical diseases like malaria^^:: 
worm infestations, leprosy etc^- 
arc being produced in thcj 
country, it is most unfortunate' 
that the same drugs are im-’, 
ported into India, spending; 
large amounts of scarcer 
foreign e.xcluinge. The manu^' 
faduiCIS of these basic drugs / 
ill the country arc capable anA; 
would be willing to expand!; 
the production capacities of- 
all these drugs in order tai 
meet fully the country’s 
quiremenis, if they are 
remunerative prices and varK 
oiis constraints, cspcciaUjj-ij 
those involving licensing, ai 
removed. 

Impoit substitution proJectiii|| 
like these should be giveiiiS 
equal priority and concessioni^l 
as export piojccts. If manu?; 
faclurers aic capable of ifi^ 
creasing the production 
these diugs by fully utilisl 
the existing capacities, ai 
balancing equipments, m 
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I^ing plants, impioving the 
yields through new technology, 
increasing the pioductivity ot 
employees they should be en¬ 
couraged l\cn if import 
Substitution projects fall under 
the category of‘substantial ex¬ 
pansion', the pro)ccls should 
be cleaied as exceptional cases 
on priority basis by the autho¬ 
rities conceincd Unloitu- 
natel>, many pioposals toi 
expansion do not fructify in 
view of the location polic>, 
equity dilution clause, JVIRIP 
restrictions, compulsory sale 
of mcicascd pioduclion to 
non-associated loimulatois, ex¬ 
port clause etc Pioccdural 
delays and wiangles ovci tech¬ 
nicalities should be avoided 
at all levels in oidci to en¬ 
courage iinpoil substitution 
Intact, there is no diflcicncc 
of opinion between the 


Govcinment and the industry 
on the obiectivcs, but the 
curient policies and strategies 
of the Government arc in¬ 
consistent with the obiectivcs 
Yet another aica of con¬ 
cern is the lecent pernicious 
development m regard to the 
biand/geneijc issue Ignoring 
several lepiescntations made 
bv all the majoi industiy asso¬ 
ciations mcmbeis of the medi¬ 
cal piofcssion and medical 
associations against dilution 
and abolition of biand names, 
the Goveinment has amended 
Rule %, Sub Rule (I) Clause 
(i) of the Diugs and Cos¬ 
metics Rule What puz¬ 

zles one most, howevei, is 
that (he Govtinmcnl Itcallh 
Mmistiy in pailiculai lushed 
thioiigh the amendment with¬ 
out discussing il in depth with 
the medical piolcssion, con¬ 


sumer associations and the in¬ 
dustry, when the Government 
knew fully well that the mat¬ 
ter IS of direct conccin to 
all of them 

Surely, the authorities were 
not ignoiant ot the fact that 
the abolition of biand names 
in Pakistan had opened the 
floodgates foi spurious and sub¬ 
standard drugs, and the situa¬ 
tion became so critical and 
chaotic that the Government 
ol Pakistan had no option 
but to reintroduce brand 
names A simiJai situation 
may well develop in oiii 
counliy, when it is known foi 
a fact that only four out of 
22 States in India aie im¬ 
plementing, With some degree 
of effectiveness, Diugs and 
Cosmetics Act of 1940 which 
logulalcs the manufacture, sale, 
distribution and imports 


of drugs. Even these States 
do not have adequate staffs 
and testing labotatories The 
State of Maharashtra is 
acknowledged to have the most 
effective drug control adminis- 
tiation Yet, it has, on the 
operative side, only 96 drug 
inspectors and one drug testing 
laboratory for 2135 manufac¬ 
turing units and 15,145 selling 
premises If this is the situation 
m Maharashtra, what would 
be the plight of other States, 
where drug control is less effec¬ 
tive or virtually non-cxistcnl? 

Quite cleail), the present 
drug control mfrastiuctuie is 
inadequate lor inspection, con- 
tiol of manufacture and dis¬ 
tribution of drugs even m 
the present situation It is 
not difficult to predict what 
the situation will be once the 
generic monstci is let loose 
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f The Importance of Brand Names 

S V. Pillai 


THF PHARMACriJTlCAL Illdustl) 

IS committed to serve the needs 
of the doctoi and the patient 
in fighting disease and sufler- 
ing This commitment is 
based on two fundament il 
pimciplcs I list, the industr>\ 
pioduet is not the tablets, 
^psules, liquids, and injct- 
l\>ns It manufactuics and 
markets, it is the method ol 
Heating disease Its cost is 
the sum total of what it lakes 
to produce that tiealmenl and 
deliver it to the doctor and the 
patient And no cost is too 
high to make that tieatment 
the best available to oui 
people in tcims of quality, 
safety and efficacy Second, 
the indusliy’s most valuable 
asset IS the name and lepu- 
tation of Its products foi e\- 
'•eilence it is an asset not 
^^Hected in the balance sheet 
But It is as valuable as the 
fixed assets or slock-in-tiadc 

A Guarantee 

For thousands of doclois, 
patients, and chemists, the 
brand lumes of dtugs, which 
are registered trademaiks, are 
a symbol, a guarantee ot 
quality and efficacy—they are 
prescribed, dispensed, and used 
with a faith and a confidence 
which are the vciy basis of 
the industry's success as a 
viable business enterprise 

According to tecent amend¬ 
ments made to the Drugs 
and Cosmetics Rules, 1945, 
f^this valuable light to identify 
a manufacturers products with 
specific brand names will not 


Ixj available for ccitain dmps 
and, in respect of olheis the 
generic names will ha^c to be 
printed or written moic cons¬ 
picuously followed the 
bland names 

AmeudmeDts 

Briefly, these amedmenls lu 

‘*(d) The following piLpiui 
tions shall be labelled onl> 
with the propel njnic ol the 
drug (generic »iamc' t»nd not 
with any tiadc mime (bi ind 
name) 

(t) Preparations containing 
any new drug as the in[lc 
active ingiedicnl cind appuned 
under Rules '^0-A, (y^) B oi 
75-B of the Diugs and Cos¬ 
metics Rules, 1945 

(n) Pieparations coni nupg 
any of the lollowing live dings 
as the single aclivt ingicdiLiit, 
(J) Analgin, (2) Aspii n ind 
Its salts, O) Chloipii nici/ine 
and Its salts, (4) leiious Sul¬ 
phate, and (5) Pipciii'iiK and 
its sails 

(b) The propel oi the gcnc- 
iic name c^f the diug (not 
covcied by ‘a’ above) shdll 
be printed oi wiitten m a 
moie conspicuous mannci than 
the trade name, if any whi»-h 
shall be shown mniLch iicly 
aftei or undei the piopci oi 
the generic name 

Implementation ol these le- 
vised regulations will ha\c lar 
teaching consequences atfecl¬ 
ing medical practice and health 
care in our countiy 

This Subject, “brand vs 
generic”, has for more than 
two decades been a matter 


of conccin to the medical pio- 
fcssion, phjimaeis<s, phoi 
maceuticalmanuf.ietuicis eon 
sumeis, and the Gcneinmint 
in our e (Hint 1 3 as well as 
abioad To many obsci\cis 
and the ge*ntial public the 
question may appeal to be 
something ot a sloim in a 
teacup All that is involved 
ically, the aigumcnl goes is 
h(^w prescriptions ought to be 
written b> doelois and how 
the chcmi‘1 ‘hould dispen'^e 
them 

But to those who aie in¬ 
volved in health caie the iikii 
and women who aie its- 
ponsible foi treating patients 
and getting them well, the 
reseaich scientists and techno¬ 
logists coiiceintd with dis¬ 
covering developing and 
manufactunngmcdicincs it i*- 
a fundamental question vitwlly 
affecting then woik and the 
health and well-being oi 
patients 

Real Issue 

To uiideisland the leal issue 
involved, it is neetssaiy to 
clarify the semantics ol the 
terms ‘biand’ and ‘gcneiic 
because these teinis aic in¬ 
adequately undei stood bv ihc 
public and often twen by 
those who cniplov them The 
following definition can help 
clarify the i auc 

Most duu, piodiKts ha'c 
thicc names the chemical 
name, the piopei or genciic 
name and the hi and name or 
tradcmaik The fust two 
names moie or less describe 


the same thing, that is, the ^ 
chemical composition of the 
active thciapcutic ingredients. 
The first IS scientific and pr» 
CISC the second is more con 
vcnienl and concise 
thud nanit the biand name 
Ol licdcmaik on the other 
hand letcis to a particular 
manutactuiei s ioimulatiQtl 
and identifies the diiig piodiict 
with the oiiginatoi or manu 
lacUirei 

I radeiiiark 

Phdimaceutical companies, 
like companies in other inr 
dustiics gcneially adopt biand^' 
names and have them re** 
gistcied as trademaiks 
identify then final finished pro¬ 
duct‘s These bland names 
die quite difftienl fiom manu- 
lacliiici to manufacturer^ 
which IS only pioper sincel 
they aie intended to identify 
the pioducIs of different com 
panics But in ordci to dis 
ckvc to the physician and the 
pliaimacist the mam thera 
peu t le I ngi cd lenis of the pro*^ 
diu t on the market, the gend 
lie name ot the ph«irmaco 
logically active ingicdicnls i 
punted on the pioduct label$. 
m adveitising and in otbe: 
communications about t 
pioduct 

This method ol nami 
diugs is the lesult of a hi 
torical evolution I lity yea 
ago, ihcic weic iclativcly fe 
phaimaceutical pioducts wit 
“bland names' and very fi 
amongst those arc conside 
useful today By curri 
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Farm animals and 
birds thrive better 
when fed with 


HICHEM Guar Meal. 


Guar Meal is a potential 
source of protein used as feed 
for livestock including 
Poultry. It has times more 
protein than Guar 
Seed and compares well 
with protein content 
in oil cakes. Hichem Guar Meal, 
therefore, is a 
high protein diet to 
increase milk yield of your 
livestock and 
eggs of your poultry, 
keeping livestock healthy 
Guar Meal contains: 



Please send your orders 
oi enquiries for Guar Meal to. 

liaiutan Com ui ChcBinb IM. 

Birla Colony, Bhiwani (Haryana). 

Phones: 2317, 2591, 2592 & 29^. 

Gram: HICHEM Telex- 0344-208 AB GUAR IN 
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standards, the pharmaceutical 
industry was underdeveloped, 
although effors to standardise 
Ipharmaceul ical prod uc 1 1 on 

’^weic being made by a few 
firms in the I9th century and 
some began conducting le- 
scaich lust dttci the turn of 
the centuiy But it was not 
until the 1930s that modern 
phaimaceuticdJ icsearch, as wc 
know It today, began With 
It tame the organisation of a 
broad lange of biomedical and 
related skills in a conceited 
effort to discovci, develop, 
manufaciuie new nicdi- 
\\ncs. Few medicines dis- 
covcied befoic 1930 had oiigi- 
nated in indiistiy laboiatones 
However, since the 1930s, or¬ 
ganised pharmaceutical research 
has accounted for the great 
majority ol drug discoveries 
and developments 

Working Relationship 

Beginning rn the middle 
1930s, commercial organisa¬ 
tions in Europe and the United 
Stages established working re- 
i^i^ionships with the leading 
Mrveisil> research scienusts m 
medicine and phaimocy They 
built laboratories and put lo- 
gelhei new capabilities to re¬ 
search, study, test, mass-pro¬ 
duce, promote, and distribute 
new medicines Industrial 
laboratories became the 
world's primary source of new 
drug discoveries and develop¬ 
ment in the mid-l940s, and 
between 1950 and 1970, they 
spent more than 6,000 croics 
of rupees on new research faci¬ 
lities and research and deve¬ 
lopment work This enlarged 
capability brought with it the 
application of more rehned 
^Jcills and disciplines to pio- 
duction control, a ncwmteiest 
m pharmacology, and an 


understandable desire to 
identify or “hallmark" the 
fruits of their efforts The 
diug firms' expenditure could 
not be justified if there wcic no 
means of leali/ing adequate 
returns on the investment 
Patents and brand names or 
trademaiks provided the neces¬ 
sary right and protection to 
the discoverer or the manu¬ 
facturer who developed the 
products against facsimiles oi 
imitations 

Universal Practice 

The use of brand names 
or trademarks in the phai- 
niaceulical industiv, I hen is 
not any diflcrent from that 
in other fields The use ol 
brand name or iradcmaik is 
univeisal in other incliriiics 
and IS accepted by coii'^umcis 
How do we, as consume is 
make the decision to puich'sc 
a product or service^ ^^c‘ 
all bii) soaps tooth paste 
tea, vegetable oil, wale lies 
radios, motor cars, and scvci il 
othei items of daily u'-c hen 
we go to buy a cake of soip 
we don't ask loi a soap wc 
ask foi "Lux" OI ‘Hamim' 
soap we ask foi ‘ C (»lualt. 
or "Binaca" tooth paste 
“lipton" Ol "Brooke Bond 
tea "Dalda" vanaspiti oi 
"Poslman" groundnut oil 
“HMT" watch, "Philip oi 
"Bush" radio ‘ Ambassadoi 
01 "Fiat" cal, or I am- 

bietta ' scooter buv the 

particular product of a paiii- 
culai manufactuier bv name 
because we know fiom c\- 
perience that a paiticiilai 
brand meets our specific needs 
In the phdimaceutical m 
dustry, the brand name pio- 
vidcs a convenient way of 
describing, in a single woid, 
the active ingredient together 


with the precise formulation 
in which It IS piesented Just 
as with other classes of goods, 
the manufacturer’s brand name 
here stands as an assurance 
that the medicine has been 
consistently and reliably for¬ 
mulated 

Doctor's Decision 

In choosing a medicine for 
his patient, the doctor, too 
follows the same decision¬ 
making process, as we con¬ 
sumers do while deciding to 
buy a product or service Whv 
docs your doctor need to a k 
so many questions when at¬ 
tending to your hcallh pro¬ 
blems? Because the total 
picture of a patient s illness 
IS made up of m^inv small 
complaints and symptoms 
which seem unimpoitant in 
themselves but which add up 
to provide the piobabic diag¬ 
nosis to the doctoi Any 
of these isolated Htaps ol 
intormatron about you niav 
prove vital to the doctoi rn 
diagnosing >our illness accu¬ 
rately and prescribing for its 
treatment properly 

The subject of biand names 
assumes considerably grealci 
Mgnrficance with regaid to 
drugs than to any othci pio- 
duct categories The system 
of using brand names or trade¬ 
marks is the best known and 
most effective means of pro 
viding icsponsible identification 
of finished pioducls thcicb> 
giving the gicalcst assurance 
of reliabilily and piedictabililv 
in drug therapy The system 
of brand names fixes the res¬ 
ponsibility and the icputation 
of the manufacturer, causing 
him to see always higher 
levels of excellence in his total 
performance 

Under a compulsory geneiic 


system, which would suggiest ^ 
that all products bearing the 1 
same generic designation ate 4,j 
equal and could be intfl^ • 
changed, the doctor would 
prescribe by indicating only \ 
the generic name of the drug 
and the dosage form he wanted 
his patient to have 
would introduce the possibi* *3 
litv of a number of variables 
which could affect the course 
of treatment rn some patients, 

I Ol one thing, the doctor 
would not know exactly which > 
one ol the many generic pre* ' 
parations available in the « 
maikct his patient actually 
received fiom the chemist. 
Since diflcrent products pur- 
poitiiig to contain the same 
mgiedients may have different 
effects the dcKtoi could not 
piopctly judge the patient's 
icspon e Not only many 
pioducls which purpoit to con¬ 
tain the same active ingredients 
have thciapeiitically significant 
dilletenccs, there arc signi- , 
ficanl difleiences between such \ 
pioducls even in icims of ^ 
patient convenience and ac- i 
ccptancc \ 


Reliability of Product ^ 

A physician should be m 
a position to judge and select 
piodnets on the basis of his i 
knowledge ol the reliability 
ol ihc pioduct and his ex- ! 
peiicncc with the past per- | 
foimancc ol the pioducci This 
gives added protection to the j 
patient -who ^hould be as- f 
smed that high standards of ^ 
icliabilitv arc being used m } 
prcsciibing and dispensing ^ 
pharmaceutical pioducts for ; 
his use—and piomoles high ! 
standaids of pioduct ion and | 
control that go beyond mini-' J 
mal enforceable levels " 

Responsible pharmaceuticalj 
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Have you been a victim 
of shortage of drugs? 




One reason for shortage of 
drugs is the insufficiency of basic 
drugs manufactured in our 
country. 

The medicine that cures you is 
made of one or more basic drugs 
along with other ingredients. 

i4 Basic Drug is a chemical 
substance which has a thera¬ 
peutic value. It is not normally 
consumed by itself. A suitable 
formulation has to be made 
before it can be given to a 
patient .' 

India does not make all the 
basic drugs the country needs. So 
there is dependence un imports. 
Import problems can lead to short¬ 
ages of basic drugs and hence of 
the formulations you need. 

One way to overcome drug 
shortages: produce more basic 
drugs Within the country. 

The manufacture of basic 
drugs involves complex tech¬ 
nology. Glaxo (India) went into 
the manufacture of basic drugs in 
the early sixties when it set up its 
Fine Chemicals Plant at Thane. 

Olaxo is one of two companies 
in India currently making Vita¬ 
min A 6x>m the basic Ittagp, 


Glaxo started manufacturing 
Vitamin A, Betamethasone and 
other basic drugs much before 
the Government stipulated that 
drug companies should concen¬ 
trate on basic drug production. 

Glaxo is committed to making 
basic drugs within the country 
which helps not only to cut down 
imports but also leads to exports. 
In the 1980’s Glaxo will manufac¬ 
ture nine more basic drugs. 


Basic Drugs made by Glaxo 

There are at present 15 drugs and drug 
intermediates manufactured by Glaxo 
from the basic stages Thetie include 

• Bctainethasone-~the most advanced of 
the gluLOcortiLoid group of drugs. 

• Methdilazine Hydrochloride. 

• Vitamin A 

Glaxo has plans to manufacture nine 
other drugs right from the basic stage 
These inrlude drugs for treatment of 
heart diseases, intestinal worms, diar¬ 
rhoeas and dysentery, allergy and 
diseases of the joints Manufacturing sites 
have already been located and/or 
purchased and Government permissions 
are being sought 


a concern for health 
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^mpanies, under the stimulus 
Tof a competitive system, com- 
^mit themselves to expendi¬ 
tures and accomplishments in 
innovative research and deve¬ 
lopment, reliable marketing and 
production, and high standards 
of management personnel and 
other comprehensive service. 
These organisations, who openly 
and widely identify their pro¬ 
ducts by brand names or 
trademarks and in so doing, 
identify themselves, are thus 
j;i|f5»’:;ivatcd to provide exccl- 
%nce in the total quality of 
product and service. Such 
total control of quality of 
product and service is of signi¬ 
ficant value to the medical 
profession and consumers of 
today’s prescription medicines, 
exceeding by far the value of 
the product’s ingredients alone. 

Let us look at some of 
the dangers of generic label¬ 
ling. Reputed manufacturers 


set standards which are higher 
than the minimum required 
by law. A manufacturer who 
basically competes on price 
alone is unlikely to maintain 
high standards. Generics will 
thus le?d to general lowering 
of standards and encouiagc 
manufacture of sub-stanciard 
and spurious drugs. 

Generic labelling and pi es¬ 
cribing can often be dangerous. 
A number of generic names 
arc lengthy, cumbersome, and 
difficult to remember and re¬ 
produce. Several generic names 
have similarity in pronouneia- 
tion and spelling as in the 
case of Quinidine Sulphale (a 
cardiac depressor) and Quinine 
Sulphate (an anli-malanal). If 
doctors prescribe by geneiic 
name, the chances of wKmp 
dispensing can be veiy high, 
particularly when the pics- 
criptions aie illegibly writien. 

Generic labelling and dis¬ 


pensing will lead to compli¬ 
cations, particularly for those 
who are on prolonged treat¬ 
ment. Each time the chemist 
gives the patient a dilTerent 
manufacturer's product, there 
will be varying therapeutic 
response. This could be hazar¬ 
dous, especially for patients 
sullcring from chronic illness. 

If one argues that generic 
labelled products will bring 
down drug prices, this is a 
fallacy. The prices of both 
branded and generic drugs arc 
controlled by the Government. 
According to the Drugs (Prices 
Control) Order, whether a pro¬ 
duct is marketed under a 
brand name or a generic name 
makes no difference to its 
price which is fixed on the 
basis of a clearly defined offi¬ 
cial price-fixing formula. 

Let us now very briefly 
analyse the possible repercus¬ 


A UNIQUE BLEND OF SCIENCE, 
BUSINESS AND PHILANTHROPY 


Drug SuppUmeni 


sions of the new regulations | 
imposed by the Governmq|il. 

The five drugs which 
proposed for brand abolition^ 
are products either dispensed^! 
by the chemists over tfisrj 
counter, often without a pfcsrl 
cription, or used by a larg^<^ 
number of poor people, 
ly illiterate. In fact it is 
these categories that one shOiuld:^ 
be assured of the highest^ 
quality which is today guaraa*«| 
teed by the brand name. Abor^ 
lilion of brand name will 
an open encouragement la^ 
flood the market with spurionS'^ 
and sub-siandard products andj 
in view of the backward coA^l| 
dition of the people, thehealt}!^^ 
hazards that may result among^| 
the patients will never coipe| 
to the surface and may i 
unnoticedL- 

The new regulation that alt^| 
single ingredient new drugil^f 
should be marketed under a? 





The Wellcome Foundetion, London* 
of which we are one of the 
worldwide constituents, is a unique 
pharmaceutical organisation. There 
are no public shareholders, and all 
distributable profits are donated 
through The Wellcome Trust, a 
recognised public charity, for the 
advancement of research in medicine 
and allied fields throughout the world. 

Additionally. Wellcome's own 
research in recent years has developed 
important drugs for cancer, heart 
failure, leprosy, malaria, various 
infections and organ transplantation. 

In every sense mankind has 
shored the profits. Because at 
Wellcome, research ie our only 
shareholder. 


Bunought VMcom & Co. (Inii) P vt. Ltd 

16 Bad Stmt Bantay 400023 
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' generic label will have seuous 
7 Igiig-teim implications affcct- 
^ ing the availability of newei 
, medicines eithei developed 
through indigenous reseaich oi 
through research conducted 
abroad Almost all major new 
drug discoveries are introduc¬ 
ed under brand names and no 
company which has a new 
research pi oduct will be willing 
to maiket it under a genetic 
name 

In the United Kingdom, 
some >cars ago, the Scunsbuiy 
Committee pioposed a ban on 
- brand names loi new drugs 
The then Laboui Govcinnunl 
rejected the pioposal on iht 
ground that abolition of brand 
names by Britain in isolation 
would have more serious eco 
nomic consequences than en¬ 
visaged b> the commiltcc 
Soviet Russia, which m the 
beginning used onl> gcnciic 
names foi drugs, has since 
the mid-J 960s cncoui aged phai- 


maccutical houses to iden¬ 
tify their products In export 
maikets, Soviet Russia is offer¬ 
ing pioducts under biand 
names and it bu>s drugs from 
othet countries, including India 
by brand names Jn othei 
countries such as Bulgaiia, 
Poland, Hungary and Yugo¬ 
slavia, wheie the phaimaceuti- 
cal industiy has developed L st, 
bland mmes aic extensively 
med foi diugs 
Ihc only couiitiy which 
made a bold experiment in 
abolishing biand names for 
diugs IS Pakistan The 
Gcnciic St-heme mtioduccd in 
1972 was adisastious failure 
It cncoutagcd mushioom 
giowih of diug units and the 
inaikcl was flooded with sub- 
staiidaid and spurious medi¬ 
cines which wtie not cheapei 
than branded diugs The 
Scheme was, theiefoie scrap¬ 
ped undei the 1976 Drugs 
Act 


Medical opinion worldwide 
has over the yeais expicssed 
itself stjongly against com- 
puisoiy gcnei ic piesciibing 
In India, too, several eminent 
doctors and medical specialist 
associations have categori¬ 
cally stated that they do not 
suppoit the proposal to < bo¬ 
ll sh bland names The Indian 
Pharmaceutical Association 
and about 40 Medical Asso¬ 
ciations had passed resolutions 
urging the Goveinmenl not 
to take an> measuies that 
may encourage manufactuic of 
spuiioiis and sub-standaui 
diugs Scveial leading medi¬ 
cal journals have editorially 
expressed their misgivings 
about the wisdom ol expen- 
menting with biand abolition 
All ma|oi associations ol 
the diug industiy rcpiescnling 
large, medium and small 
manufacturers aic opposed to 
bland abolition They have 
individually and jointly made 


several icpresentalions to the < 
Government pointing out its 
dangers 

In the light of the inter¬ 
national experience in this 
held, we in our country need 
to move cautiously in this 
sensitive area which impinges 
directly the health and well¬ 
being of our people India 
IS looked upon by the deve¬ 
loping countiics as a model 
to follow, paiticulaily in the 
diug field wheic oui record 
oi giowth and development j> 
'■ignificant Oui actions and 
policies in this aica, as in 
olhcjs aie likely to be emu¬ 
lated b> olhei countiies in 
the developing woikl Wo 
have thus a commitment and 
a responsibility to ensure that 
the policies wc adopt en¬ 
courage the indu liy in im- 
pioving the quality of today's 
medicines and in seeking lo- 
moiiow s diugs 




SIX COGENT POINTS EXPLAIN WHY 
ADVERTISE IN EASTERN ECONOMIST 

• EE commands a widely dispersed readership in major cities & towns in India and 
abroad An advertisement in it receives national & international attention. 

• Each copy of EE is read by at least 20 persons. Advertisements in it are seen by 
over a lakh readers. 

• EE reaches top executives & decision makers in Government, Industry & Trade 
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Drug Supplemmt 


R & D in the Drug Industry 


Arvind Nair 


Pharmaceutical research is 
time-consumiDg, complicated 
and veiy expensive. It requires 
large expenditure in terms of 
scientific manpower and re¬ 
sources. The results are un¬ 
predictable and therefore, finan¬ 
cially, research is a very risky 
undertaking. 

is estimated that in an 
^verage year research scien¬ 
tists screen 126,000 chemical 
compounds for possible utilisa¬ 
tion as new medicine. Only 
1,000 of these will prove worthy 
of even investigation. Even¬ 
tually, a dozen compounds 
may be marketed as new drugs 
The cost of discovering and 
developing a single new drug is 
estimated at around Rs 56 
crores today. 

The magnitude of the ex¬ 
penditure involved in drug re- 
I search can be appreciated from 
Ae fact that the annual expen- 
iiture on R&D by the global 
pharmaceutical industry is esti¬ 
mated at US $4500 million 
(Rs 3,600 crores) in 1978. 
Most of these are spent by 
companies based in the United 
States, Western Europe and 
Japan. The shares of individual 
countries in this world total 
are: the USA Rs 1120 crores 
(1978); the UK Rs 340 crores 
(•979); West Germany Rs 688 
crores (1978); Switzerland 
Rs440 crores (1979); Italy 
Rs 128 crores (1979); and Japan 
Rs 512 crores (1978). 

The pharmaceutical industry, 
more than any other industry, 
is a research-tased, innovating 
^industry in India. Initially the 
emphasis was on the establish¬ 
ment of large-scale facilities 
for production in the quickest 


possible time by utilising the 
technologies obtained from 
abroad. In this process the in¬ 
dustry has not only adapted 
and improved upon them, but 
has also done substantial 
work in areas which are more 
urgent and relevant to our 
needs such as process research, 
product development, formula¬ 
tion research, packaging and 
import substitution. 

To appreciate what has been 
done and what remains to be 
accomplished in this vital .irea, 
it is necessary to understand 
the character of pharmaceutical 
research. Not all rescaich in 
the pharmaceutical indusrv is 
innovational research, olien 
referred to as‘‘basic” lesearch 
in India Research and deve¬ 
lopment in the pharmaceuti¬ 
cal industry encompasses a 
wide spectrum of activMies 
covering basic reseaich and im¬ 
provement, product develop¬ 
ment, formulation research, 
packaging, import substitutu n 
research, etc. All these aicas 
of resesreh arc important. In 
fact, many of them arc far 
more important and relevant 
to our needs and requirements 
than basic or fundamental re¬ 
search which is extremely ex¬ 
pensive. Moreover, such re¬ 
search has long gestation pe¬ 
riods and its results are unpre¬ 
dictable. 

In applied research, an area 
of special interest has been 
India's abundant resources of 
indigenous plant materials 
which are important and es¬ 
sential starting materials for 
the production of a wide range 
of important bulk drugs A 
market for these exists not 


only within the country but 
also overseas. 

Illustrative of the kind of 
major research work being 
carried out in this field is the 
extensive Dioscorea plantations 
of Wyeth which are a source of 
starting material for the basic 
production of a wide variety 
of Steroidal compounds, in¬ 
cluding Corticosteroids, and¬ 
rogens, estrogens and proges- 
togens. Similar work is earned 
out by Ciba-Geigy and Searlc 
on Dioscorca and extensive in¬ 
vestigations on various alter¬ 
native .starting materials in 
this area have been undertaken 
by Glaxo and Organon Simi¬ 
larly, Sandoz has done consi¬ 
derable research on the culti¬ 
vation and hybridisation of 
medicinal plants like Duboisia, 
Digitalis and Podophyllum 
from which Beliadona Alka¬ 
loids, Cardiac Glycosides and 


a substance possessing AntiniH ^ 
totic properties have been isCHj 
lUed and used in many com* ; 
mon diseases and conditions. 
An extensive network of * 
Mentha Arvensis farms have ) 
been established by Richardsoll- 
Hindustan in many parts 
the country for manufacturing ' 
Menthol Hoechst has made ' 
significant studies with Forscen ' 
lin, an impoitant new hyper* 
tensive agent, with wide ap- 
plications ^ 

In basic research too, a high* 
cost, high-nsk operation, the'^ 
industry m India has made ' 
rapid strides Pour research j 
centies with innovational R&D , 
as ihcir mam objective, have i 
already b.'en established in the 
country. These are the Ciba*' 
Geigy Research C entre estab¬ 
lished in 1971, the Sarabhai 
Research Centre set up in 1967, 
the Hoechst Research Centre 


Table I 

Inter-Industry Comparison of R&D Expenditure 


Industry 

No. of 
Units 

R&l) Expenditure 
in J978-79 
(Rs lakhs) | 

Metallurgical 

30 

687.38 

Fuels 

5 

148.19 

Agricultural Machinery 

5 

294.11 

Electrical Equipment 

74 

2287.10 

Machine Tools 

4 

227.2J 

Telecommunication 

11 

1096.94 

Transportation 

14 

676.17 i 

Industrial Machinery 

3! 

345.12 j 

Fertilizers 

6 

426.58] 

Chemicals 

93 

1872.66) 

Drugs & Pharmaceuticals 

41 

1174.56 

Defence Industries 

6 

-’185J»| 

Others 

111 

2103.«|« 

Total 

431 

13S2S.|4j 


Source : Research & Development Statistics 1978-79, Depat£^ 
ment of Scince & Teclmology, Government of hldta]^ 
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opened in 1971 and the Boots 
Basic Research Unit started 
I recently. In addition, several 
Government research instituies 
or laboratories are also engaged 
in drugs research. Important 


Drug Reseaich Institute 
(CDRl), Lucknow, National 
Chemical Laboratory (NCL), 
Pune,Regional Research Labo¬ 
ratory (RRL), Hyderabad, and 
the Halfkine Institute, Bombay 


about 40 pharmaceutical com¬ 
panies, including the public 
sector Indian Drugs and 
Pharmaceuticals Ltd (IDPL) 
and Hindustan Antibiotics Ltd 
having in-house R&D faoili- 


among these are the Central Thetc are in the country 

Table II 

Illustrative list of Indiad Companies Spending 
o\er Rs 2 millibn on R &D 

(Rs lakhs) 

ties approved by the Depart¬ 
ment of Science and Techno¬ 
logy, Government of India 
The annual R&D expenditure 
by these companies total 

Rk 11 An ^iHHitmnnl 



1977-78 

1978-79 

1979 80 

Rs 3 crores is spent by other 

1. 

Boots 

27 6 

29 6 

39 1 

companies, making a total 

2. 

Ciba-Geigy 

154.0 

180 0 

191 0 

R&D expenditure of Rs 14 75 


Cyanamid 

99 

38 9 

24 2 

Cl ores in 1978-79 which work» 

\ 4 

Glaxo 

126 6 

129 3 

177 1 

out to 1 4 per cent ot the in¬ 

5 

Hindustan Antibiotics — 

37 0 

^0 0 

dustry’s sales turnovci in that 

6 

Hocchst 

99 7 

132 4 


year This compares wnh the 

n 

May & Baker 

70 

12 3 

47 6 

R&D expenditure of 0 9 per 

8 

Pfizer 

204 

21 1 

22 3 

cent of turnovei for all indus 

9 

Richardson Hindustan 12 0 

170 

21 0 

tries in the public and private 

10. 

Sandoz 

19 1 

23 8 

25 9 

sectors Table I (p 293) pre¬ 

11. 

Smith, Klmc & Ficnch 73 0 

48 0 

72 0 

sents an inter industiy com 

12 

Wjeth 

20 0 

'’5 0 

27 0 

parison of R&D cxpendituic 




Source 

TipTi 

The R&D expenditure of 


selected individual comp 
IS given in the Table 11. 

However, compared to 
industry in the developed coinl^ 
tries, R&D expenditure 
India would appear to be 
ther small It must be reme^ 
bered, however, that R&D l|| 
directly related to the siase 
operations and the level 
profits The industry m Indltf 
and the units comprising it OtW 
small by intemstional stadi^ 
dards For instance, a maj0| 
1 ntem ationa 1 pharmaceutiCM 
company has an annual turw 
ovci of not less than Rs LOQij 
croies which is about as muoii 
as the total turnover, of tU 
cntiic pharmaceutical industlM 
in India The largest compaow 
in India in the private sector 
a pigmy, hiving an anniM 
phaimaceutical turnover 
barely Rs 60 crores | 
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Would you rather have)^lir 
doctor choose'a'riiedicine 
for you-or somebody else? 



Somebody other than a doctor 
may choose a medicine for you if 
brand names for drugs are abol¬ 
ished and doctors are compelled to 
prescribe by generic name only 

A generic name is the common 
name of a drug — usually a long 
chemical name When this drug is 
made by several firms, each one 
gives It an easy to-remember brand 
name which is usually simpler than 
the generic name 

Simplicity or Confusion 7 

* Bromodiphenhydramine Hydro¬ 
chloride IS a generic name It is 
marketed by companies under their 
own brand names ' Ambrodryl'. for 
example is a brand name for this 
drug Similarly. Oihydro-ergotam* 
me Methanesulphonate * is the 
generic name of a drug marketed as 
* Dihydergot". a brand name 
"Otrivin IS a brand name of a drug 
generically named * Xylometazoline 
Hydrochloride'* 

Brand names usually have no 
similarity in spelling or pronuncia 
tion Hence the chances of wrong 
dispensing of a drug prescribed by a 
brand name are negligible 

In contrast, several generic 
names are similar in spelling and 
pronunciation, although the drugs 
concerned may be quite different in 
their thera'^eutic action Example 
Quinidine ilphate is a cardiac 
drug, while similar-sounding Qui¬ 
nine Sulphate is an anti-malarial 

I If doctors are forced to prescribe 
drugs by generic names the chan¬ 
ces of wrong dispens ng by chem¬ 
ists can be vary high, especially if 
prescriptions are illegibly written as 
they often are 

Layman's View 

^ Laymen think that all products 
with the same chemical composi¬ 
tion have the same degree of 




Do you have these misconceptions ? 

The move to abolish brand name la motivated by the erroneous belief 
that if there are no brands, drugs will become cheaper 

This belief may have some limited validity in countries which permit 
free competition But in India the price of every drug is rigidly controlled 
by the Government The Government also lays down which company 
should produce what drug and in what quantity The profits that drug 
companies can make are also controlled 

As price control applies equally to oeneries and brands, there is no 
question of drugs becoming cheaper if brand names are abolished 
Another misconception is that the brand system somehow favours 
large firms against small manufacturers All quality-conscious drug 
manufacturers - both large as well as small - are In favour of the brand 
system which wins them consumers on the basis of merit 


effectiveness But chemical equi¬ 
valence IS not the same as thera¬ 
peutic equivalence, as every good 
doctor knows 

This IS because drug quality and 
effectiveness are not simply a mat¬ 
ter of how a medicine is named or 
marketed, but how and by whom it 
IS made Several ciitica! factors, 
which differ from company to com¬ 
pany vitally affect the effectiveness 
of a drug in pat ents 

These diffe'^ences can. and often 
do result in va*’iation8 in the degree 
and speed of therapeutic response 
-how much of the drug is absorbed, 
where in the body and how rapidly it 
IS assimilated, allergic reactions or 
other side effects, tolerance by the 
patient in specific conditions, etc 

Doctor Knows Beat 

This being so. the doctor who 
knows the patient s condition better 
than anyb^ else and has pre¬ 
viously observed the action of differ¬ 
ent brands of the medicine, chooses 
a brand he knows to foe effective and 
IS best for the patient 

If brand names are abolished, 
the doctor will have to prescribe by 
generic name When you take the 
prescription to the drug store, the 
chemist will decide which com¬ 


pany s product should be given to 
the patient 

And the chemist unlike the doc¬ 
tor. has no knowledge of the 
patient s condition, nor has he any 
experience of the therapeutic 
effects of products made by different 
companies 

Ensuring Quality 

When a company markets a pro¬ 
duct under a brand name, it stakes 
Its reputation on the brand This is a 
less expensive way of ensuring 
quality than administrative controls 

The Soviet Union has retained 
the brand system When Pakistan 
abolished brands, spurious and sub¬ 
standard drugs took over The coun¬ 
try has gone back to brands 

It IS obvious that the abolition of 
brand names will jeopardise the 
interests of the consumer without 
any corresponding benefit like lower 
prices There is no just f cotion for 
taking this risk in such a vital field as 
medical care 
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ALEMBIC CHEMICAL WOBES COMPANY UMITED 

Speech of Shri R. B. Amin, Chairman, Board of Directors, at the 
74th Annual General Meeting of the Company at Baroda on Thursday, 

25th June, 1981. 


Ladies and Ocnllemen, 

1 welcome you all to the 74th 
Annual General Meeting of 
the Company. Accounts for 
the year ended 31st December, 
1980, have already been sent 
to you and, with your permis¬ 
sion, I shall take them as 
read. 

Fo** your Company, the year 
review has been a period 
oli^risis as well as unrelieved 
stress and strain. Prices of 
our end products were pegged 
at levels which were already 
unremunerative whereas the 
cost of inputs and services rose 
in one of the steepest and all 
pervading inflationary spells 
undergone by our economy. 
Non-implementation of the 
Drug Prices Control order un¬ 
til the end of 1980 led to acute 
financial difficulties, which is 
turn made it difficult to main¬ 
tain and increase levels of pro¬ 
duction. In the case of your 
^mpany, constraints on 
r’^'uice, purchase, production 
marketing were so severe 
tlut our turnover increased 
only marginally and in view of 
the erosion of earning due to 
cost escalation, loss became 


inevitable and inescapable. 
Having realised the serious¬ 
ness of the threat, your Com¬ 
pany undertook all measures 
necessary to protect its in¬ 
terests and to minimise the 
handicaps and hazards inherent 
in the situation. It is because 
of this vigilance as well us the 
deep roots and the stieiiijth 
and stability built up duniif? 
the past years that we h.ivc 
been able to weather the crisis 
The prices of our products 
have been pegged since 197() 
and there has been a conti¬ 
nuous increase m all inputs 
which has not been compen 
sated for. The extent ^'iu\ 
magnitude of these increases can 
be seen fiom a scrutiny of the 
following items (Table below) 
The drain on the profitability 
of your Company on account 
of this all-pervasivc price in¬ 
crease has been diastic and 
continuous. Thus, on a luin- 
over of Rs 2641 lakhs in 1976. 
we earned a profit of Rs 200.t 4 
lakhs. For 1979, for a turn 
over of Rs 3480 lakhs, oni 
profit dwindled to Rs 40 70 
lakhs and in the year under 
review, whereas the tumo\cr 
was Rs 3681 lakhs, heavy loss 




1976 

Rs 

1980 

Rs 

Increase 
per cent 

1. 

Sugar (per kg) 

1.49 

6.57 
(Max. 9,85) 

?4().94 

2. 

Butyl Alcohol (per kg) 

7.22 

15.85 

119 

3. 

Butyl Acetate (per kg) 

8.27 

15.58 

88 V) 

4. 

Caustic Soda (per kg) 

2.76 

5.94 

1I5.:2 

5. 

Groundnut Oil (per kg) 

7.00 

10.58 

51 )4 

6. 

Groundnut Cake (per kg) 

1.28 

2.29 

78 90 

7, 

Gelatine (per kg) 

38.72 

61.53 

58 91 

S. 

Codein phosphate 2093.48 

3977.84 

90 01 

9. 

j^r kg) 

Glycerine (per kg) 

19.47 

30.40 

56.14 

10.. 

High Speed Diesel 
(per litre) 

1.34 

2.34 

74.62 

II. 

Electricity (per kwh) 

0.21 

0.44 

109.52 

fSr: 

Aluminium Foil (per kg) 

36.50 

54.34 

48.88 

13. 

Duplex Board (per kg) 

5.50 

10.00 

81.82 

14. 

Grey Board (per kg) 

2.90 

5.40 

86.21 

15. 

Chrbmo Paper (per kg) 

9.36 

14.86 

58.76 


was incurred. The DPCO pro¬ 
vides for a fair return of 10% 
on sales turnover of formula¬ 
tions and a post-tax return of 
14% on net worth for bulk 
drugs. Under these parameters 
alone, our profits for 1979 
should have been close to 
Rs 393 lakhs and for 1980, the 
corresponding amounl of fitir 
profit should be about Rs 460 
lakhs. However, the situation 
IS such that owing to the price 
freeze, year after year your 
Company has been incurring 
a steady erosion of profitabi¬ 
lity, building up to the seve¬ 
rest crisis it has faced so far. 
Under this squeeze of fixed 
prices and rising costs, massive 
losses were incurred and the 
entire working of the Company 
was put out of gear 

It IS totally wrong and 
counter productive to control 
the prices of end-products with¬ 
out having any arrangement 
for price stability for inputs. 
The constraints inherent in 
DPCO and the delays in im¬ 
plementing it have caused 
stagnation in the production of 
drugs. Growth has been in¬ 
hibited and slowed down as 
much in the Government set- 
tor as in the corporate sector. 
This has resulted in heavier im¬ 
port of drugs which aic al¬ 
ready produced within the 
country. These imports could 
be avoided by prompt action 
by the Government in revision 
of prices so that the existing 
manufacturers would find it 
economically viable to step up 
indigenous production. 

The Sixth Plan calls for an 
annual production of formula¬ 
tions of the order of Rs 2450 
crores and bulk drugs produc¬ 
tion of R$ 815 crores by the 
year 1984-85. Against this, in 
1980-81, the turnover of for¬ 
mulations was only about 
Rs 1200 crores and that of 
bulk drugs Rs 200 crores. 
This degree of increase in out¬ 
put win require tremendous 




elTort in teims of endeavour 
and investment in the next 
four years. Only a complete 
overhaul of the present policy 
regarding production and pro- 
filabiiity can enable the indus- 
tiy to achieve the targets set 
for ii in the Plan. It is equally 
cicji that if wc wish to achieve 
national targets and become 
self-suilicicnl, we must intrO" 
ducc adequate incentives and 
wind up nil controls which 
have beconiL counter produc¬ 
tive. 

The pricing policy has to be 
such that industry remains 
solvent, viable and able to 
glow and attract investible 
funds, in a situation where 
depositors aic earning 15 per 
cent and hanks are charging 
20 per cent. The pharmaceuti¬ 
cal industry has to be left with 
an adequate surplus which 
would assure to its sharehol- 
dets a return perceptibly 
higher than the rate of interest 
prevailing in non-iisk invest¬ 
ment. The earning should 
also be such as to enable suffi¬ 
cient plough back for growth 
and future expansion. The 
present mark-up and categori¬ 
sation norms arc totally inade¬ 
quate to meet cost of retailers’ 
commission, selling and distri¬ 
bution expenses, administra¬ 
tive expenses, research and 
development outlay, interest 
and financial charges and to 
piovide a margin on turnover 
of not less than 10 per cent 
as already accepted by Govern¬ 
ment. It is, therefore, impera¬ 
tive that Government should 
immediately reformulate and 
introduce realistic norms and 
adequate mark-ups for price 
determination. Any attempt 
on the part of Govcrnn|ent to 
enforce unjustifiably low mark¬ 
ups for drugs will serve as a 
serious deterrent and handicap. 
As a matter of fact, a shortage 
of drugs is already being ex¬ 
perienced and this phenome^ 
non IS spreading at an accele^ 
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rated pace. This certainly is 
not what Government desires. 

It is now clear that Govern- 
I ment cannot process, expedi¬ 
tiously and cfTicicntly, price 
approval applications for 
thirty thousand pharmaceuti¬ 
cal products under existing 
procedures. Most drugs will 
need to be freed from the 
existing procedures of price 
approval. For those few pro¬ 
ducts which may remain, 
Government should develop 
and induct a procedure for 
quick price adjustment. This 
could be done by a compu¬ 
terised system in the price ap¬ 
proval set-up of Government 
so that price adjustments are 
scrutinised and sanctioned 
within days instead of months 
and years as it now takes. Jt 
will be necessary to develop a 
system by which data arc fed 
into the computer system 
about increases in material 
costs, packaging costs and 
conversion norms; the newly 
calculated price should come 
out within minutes. It should 
not be difficult to evolve and 


adopt such a system which is 
prompt, fair, sensitive and 
realistic. One trusts that 
Government, which is already 
apprised of the problems and 
prospects of the drug industry, 
will initiate action in this 
direction also without delay. 

In view of the constant in¬ 
crease in prices of raw mate¬ 
rials and ancillary inputs and 
the tremendous time lag inhe¬ 
rent in the price approval 
system of Government, the 
profitability of your Company 
keeps fluctuating from year to 
year. This cycle plays havoc 
with our capacity to give to 
our shareholders a fail return 
and to our customers new and 
more cflcctivc drugs. Such 
new drugs call for a massive 
research effort and investment 
input if the industry is to 
fulfil its useful role to society. 
These variations in profitabi¬ 
lity also make it virtually im¬ 
possible to develop and exe¬ 
cute a consistent investment 
schedule. 

Tn view of the meagre pro¬ 
fits generated from the produc¬ 


tion of pharmaceuticals be* 
cause of prevailing pricing 
policies and procedures, it will 
be necessary for your Com¬ 
pany to diversify its activities 
into non-pharmaceutical areas. 
Within pharmaceuticals, we 
propose to concentrate our 
efforts on activities where ap¬ 
propriate returns are possible 
and which also improve our 
range and future prospects. 
The recent revision in the 
prices of drugs and formula¬ 
tions, although delayed and 
very inadequate, will now en¬ 
able your Company to pull 
itself out of the extremely 
adverse situation and to move 
forward towards profitability, 
concurrently, the measures 
adopted for cost reduction and 
diversification have started to 
improve our performance dur¬ 
ing this year. 

The Company, which suffer¬ 
ed sharp setback in its working 
during 1980, has shown satis¬ 
factory results in the first five 
months of current year. Sales 
in the first five months of the 
current year (January to May) 


have been Rs 14.39 crores. 
representing an increase of 17 
per cent over the same period 
of last year. In the first five 
months of the last year, the ^ 
Company had made a loss, 
whereas in the first five months 
of the current year we have 
restored profitability. Barring 
unforeseen circumstances, the 
Company will maintain profl- ^ 
tability during the remaining 
months of the current year. 

Before I conclude, may I 
express our appreciation for 
the hard work pul in by our 
managers, staff and workers 
during the period under review. 

I also thank my colleagues on 
the Board of Directors for 
their willing help and co-opo* 
ration. 

1 now commend, for your 
consideration, the Directors’ 
Report and the Annual Ac¬ 
counts. 

(77fi5 docii not purport to be 
report of the proceedings of 
the Annual General Meeting 
held on 25th June, 1981.) 
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TATE OF THE 
CONOMY 


Coal Output Up 

As A result of various 
measures taken by the Govern¬ 
ment, there has been a signi¬ 
ficant increase in the coal 
production. Supplies to major 
consuming sectors too have 
gone up substantially. 

coal industry during 
recorded an increase of 
l^j>er cent by producing 9.23 
million tonnes of coal as 
against 8.24 million tonnes 
produced during the corres¬ 
ponding month last year. The 
BCCL recorded an increase 
of 12.6 per cent, the CCL 
i 12.7 per cent, the ECL 10.9 
per cent and the WCL 10 
per cent. The Singareni Col¬ 
lieries also achieved a growth 
rate of 16.7 per cent. 

Coal production during the 
first four months, April-July, 
of the current iinancial year 
has substantially exceeded the 
t planned target rate of 5.2 
cent for the entire year. 
JFrhirittg these four months, 
36.73 million tonnes of coal 
was produced as against 34.12 
million tonnes produced last 
year, making an increase of 
2.61 million tonnes. 

With the present increased 
trend of coal production, the 
coal industry is confident of 
achieving its target of 121 
million tonnes for the year 
1981-82 as a whole. There 
are possibilities of even ex¬ 
ceeding the target for the year. 

The supply of coking coal 
to the steel plants between 
April and July is estimiitcd at 
3.65 million tonnes, as against 
3.38 million tonnes in the same 
period last year, recording a 
growth rate of seven per cent. 
The washeries of CIL have 
been functioning at a 
STJSgher level of efficiency and 
as a result the production 
of washed coal in the April- 
July period has been about 14 
per cent bi^r than the cor¬ 


responding period of previous 
year. 

There has been a substan¬ 
tial improvement in the supply 
of coal to the various con¬ 
suming sectors during the 
April-July period. The (IL 
supplied about 11 per cent 
more coal to its consumers 
as compared to the last yeur. 
This increase was rcflecicd in 
despatches to all the major 
consuming sectors. The power 
stations received 19 per cent 
more coal. The supply to 
the cement plants from C1L 
increased by about 51 per 
cent and to the fertiliser plants 
by about 150 per cent. 

The steel plants have re¬ 
ceived about seven per cent 
more coal and as a resiili, 
have been able to build up 
stocks at the steel plants to 
a level of about 500.000 
tonnes at the end of July 
It is proposed to build up 
stocks further to a level of 
750,000 tonnes in IJic next 
couple of months. 

Mrs Gandhi. Fraser 
Discuss Sub-continent 

The Australian Prime Minis¬ 
ter, Mr Malcolm Frasei, dis¬ 
cussed with Mrs Gandhi the 
situation in the sub-contincut, 
issues related to the North- 
South dialogue and trade bet¬ 
ween developed and dc\dop¬ 
ing countries. 

Mr Fraser who was on a 
day’s official visit had an 
hour-long meeting with 
Mrs Gandhi. Most of the 
issues were discussed in the 
context of the forihcominp 
meeting of the Commonwealth 
Heads of Government in Mel¬ 
bourne. 

Before explaining for home, 
he told newsmen that the 
situation in the sub-continent 
and Afghanistan was one of 
the items for the Melbourne 


conference. He was asked 
whether the arms supply to 
Pakistan by the US was dis¬ 
cussed at his meeting with 
Mrs Gandhi. “Wc discussed 
it a little,” he said. 

Alongwith Mr Fraser, the 
Governor-General of Australia, 
Sir Zelman Cowen, also left 
for Australia. The Governor- 
General’s visit was not official. 

Mr Fraser ruled out a Com¬ 
monwealth intervention in 
Namibia, saying it was 
essentially a matter for the 
UN which had adopted re¬ 
solution on the subject and 
.set up a contact group. 

In reply to another question, 
he said that the communique 
issued at the end of the Ottawa 
summit of .‘^cven industria¬ 
lised nations was “more hope¬ 
ful” in regard to North-South 
issues. He said he had dis¬ 
cussed with Mrs Gandhi how 
the Melbourne meeting could 
give an impetus to the North- 
South d'alogue. 

Mrs Gandhi lel’cned in the 
talks to the trend of pro¬ 
tectionism in the advanced 
countries and highlighted the 
need for liberal trade policies. 
She also wanted developed 
countries to pay more atten¬ 
tion to flow of finances to 
developing countries. 

Mrs Gandhi urged the 
affluent Commonwealth coun¬ 
tries to find a solution to 
the difficulties being faced by 
India and other developing 
countries in the export of 
textiles, leather goods and 
other commodities. She hoped 
that developed countries would 
be more responsive to the 
needs of developing countries. 

Mr Fraser agreed with 
Mrs Gandhi that liberal trade 
policies would help developing 
countries. 

Rupee Upvelued 
against Sterling 

The Reserve Bank of India 
announced an upward revision 
of the rupee by 0.61 per cent 
in relation to the pound ster¬ 
ling. The spot buying and 
selling rates so fixed as to give 
a middle rate of Rs 16.40 per 
pound sterling compared to 
the earlier middle rate of 
Rs J6.50. 


The new buying and selling/;? 
rates for spot delivery 
Buying : Pout'd sterling/!^ 
6.1162 per Rs lOO (corres¬ 
ponding to Rs J6.35 per ster- : 
ling). Selling : Pound sterling 
6.0790 per Rs 100 (corres- ;i 
ponding to Rs 16.45 per ster- - 
ling). 

Trade Talks with 
Argentina and Brazil 

An Indian delegation led \ 
by Mr Pranab MuklierJeCj, ' 
Union Minister of Commerce, 
Steel and Mines, had wide 
raitging dialogue on trade and 
commerce issues in Brazil 
and Argentina recently. The,, 
subjects discussed included ex¬ 
pansion and diversification of 
India’s trade with these Latin 
American countries, joint ven¬ 
ture projecls in each others ' 
countries and joint parlicipa- - 
tion in third country projects, 
especially m West Asia, Africa 
and Latin America. 

In Buenos Aires. Argentina, 
the (.’onnncrcc Minister 
presided over a two-day meet¬ 
ing of India’s commercial re-, 
presentalives in Latin America 
to evolve a strategy for in¬ 
creasing India's trade and eco¬ 
nomic cooperation with 
countries of this region. He 
also had a detailed review of 
bilateral trade between India 
and Argentina with his counter¬ 
part and signed the first Trade 
Agreement between the two 
countries. The bilateral talks 
in Argentina also included 
icienlificatioa ol products for 
increasing trade and economic 
cooperation, and the issue of 
concerted stand on multilateral 
issues in Ion like UNCTAD, 
GATT, and in North-South 
dialogue. The two Ministers 
also discussed the question 
of improvement of shipping 
services between India and 
Argentina. 

Later in Brazil, MrMukher- 
jee met the Ministers of 
Finance, Industries and Com¬ 
merce and External Affairs in 
Brasilia. The Commerce Minis-,, 
ter met confederation of in¬ 
dustries at Brazil in Sap-, 
Paulo. He also met con-' 
federation of industries and; 
commerce in Rio-de-Janeirp; 
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1975-76 to 1979-80, Tndid’s ex¬ 
ports to Latin Amenta in¬ 
creased by ^ 5 per tent, the 
annual being as low 

as M pel tcnl the lowest in 
hard curiency aica In terms 
of value, the aveuge annual 
exports weic about Ks 20 
crorcs 


bagged aie ladies tops, blouses, 
middies, maxics, skirts, hosiery 
and cresses for evening wear 
Japanese buyers have requested 
some of the Indian firms to 
send them product samples 
These biivcis arc expected to 
visit India m Septembci foi 
tinalising the ordeis. 


Bariev Exports 
Canatnad 

The Government has decided 
to canalise the export of 
‘Barley' through the State 
Tiadmg Coiporation of India 
to all permissible destinations 
The export will be allowed on 


first-come first-served basis, 
without mmiraum export price 
restriction 

Earlier, barley exports were 
allowed within a limited ceil¬ 
ing thiough designated Central 
State/Govemment agencies, 
to the USSR In the case 
of commercial exports, ship- 


With legal d to impoils Horn 
Latin Ameiica, il registcicd a 
giowlh oi 223 9 pel cent, the 
highest when tornpaicd to <ill 
the othei inajoi leiiitoiial 
Segments Whticas latin 
Amenta actounltd loi 0 3 pci 
cent ol India's lot il cxpoils 
duriiu! 1979 80 its shaic in 
India’s total impoits was I 3 
pel tcnl 

iiSCO's Achievement 

The slatc-ownui Indian lion 
and Steel ( ompan> (IlSCO) 
has joined the selu 1 gioup 
Steel plants now pioduting 
mitro-alloy ''tetl In the pai- 
lantc oi nu (ailing) it >s tailed 
high sluni>th low alIo> 
(HSI A) '•ltd 

The tU'^t miLio alloy stctl 
pioduted at IISC f) was by 
adding niobium in a spctihc 
quantity to the mild sled while 
lapping in the melting shop 
Although lilt sUcI thus pjo- 
duced tontains llii alloying 
metal in a vciv small quantily, 
but Its ttiisiks slicngth and 
other pi Opel tit impiovc tic- 
mendoudy 

Garment Exports 

Indi.m gaimcnl manufat- 
tuieis bagged spot oideis 
worth Rs I 78 tioics tiom 
Japan dunng the touise ol 
foul-day extlusiNc India 
Garment Ian oigaiiised by 
Iheliadc Development \ulho- 
nlyatTokvo hade inqumcs 
woith Rs I Cl OKS wtic also 
granted The iaii the third 
to be Jitlu in Jap.in by the 
TDA tondudtd on July 24 
It was organised with assis¬ 
tance tiom the Intel national 
Trade Centre Geneva In 
all, 30 films tookpait in the 
fill! Of these, 13 was from 
the norlheiri icgion. eight from 
west India, 8 from south 
India and one, whs a Caluitta- 
based firm The major items 
ior which oidcrs have been 
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New Bank 
takes care 
of hands 
that feed us 

Farmers are the backbone of the nation. They 
produce the food that sustains us The more 
they produce the less will be our dependence 
on outside help 

Therefore, New Bank helps farmers to 
increase their produce by using tractors, 
harvesters, electric pumps, better seeds and 
fertilizers’ etc It gives them loans for this 
purpose. 






Please contact our nearest brancli for details ; 

NEW BANK OF INDIA 

(A Govt of tAdi« UndErtakino) 

H.O 1. Totetey M«r«. Mww OsNiMIO 001. . * < 
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ments were canalised tfarongh 
the Stote Trading Corporation. 
Exports were allowed subject 
to minimum export price of 
2,100 per metric tonne. 

ualmia Biscuits Wins 
Two GoUIModals 

Dalmia Biscuits Private 
iJd, Punjab, has been once 
agnin awarded the gold medal 
for its coconut cookies at the 
Monde Selection 1981 held 
in Amsterdam, Netherlands. 
This is the fifth year in suc¬ 
cession that this product has 
won an international gold 
medal. 

The company also secured 
for the third year running 
gold medal for its 
^r:^s.osc biscuits. The firm's 
iVitter cream and cream wafer 
varieties also won silver and 

bronze medals, respectively. 

✓ 

Industrial Development 
Units Exceed Target 

The production of Instru¬ 
mentation Limited, a public 
sector undertaking under De¬ 
partment of Industrial Deve¬ 
lopment during June 1981 was 
valued at Rs 195.93 lakhs. 
This was 118,74 per cent of 
the target of Rs 165.00 lakhs 
and 20.28 per cent higher 
than the production of 
‘/.s 162.89 lakhs in June 1980. 

jCumulatively the production 
during the first three months 
has been worth Rs 469.17 lakhs, 
109.10 per cent of the target 
of Rs 430.00 lakhs and 0.15 
per cent higher than the pro¬ 
duction of Rs 468.43 lakhs in 
the corresponding period last 
year. 

Another public sector under¬ 
taking under the Department 
of Industrial Development, 
National Instrumentation 
Jdmited, produced various 
*^types of instruments of the 
value of Rs 27.42 lakhs during 
June 1981. This was 117.02 per 
cent of the target of Rs 23.43 
lakhs and 51.57 per cent 
higher than the production of 
Rs 18.09 lakhs in June 1980. 

The production of National 
Newsprint and Paper Mills 
during June 1981 has been 
worth Rs 194.69 lakhs, 99.31 
per cent of the target of 
Rs ]9$.03 lakhs and 65.96 


per cent higher than the pro* 
duction of Rs 117.31 lakhs in 
June 1980. 

In physical terms the pro¬ 
duction during the first three 
months has been 4552 tonnes 
against the target of 4583 
tonnes and production of 3186 
tonnes in June, 1980. 

Cumulatively, the production 
during the first three months 
has been worth Rs 642.75 
lakhs, 189.29 per cent of the 
target of Rs 588.09 lakhs 
and 70.12 per cent higher than 
the production of Rs 377.81 
lakhs in the corresponding 
period last year. 

Total production of public 
sector undertakings under the 
Deportment of Industrial 
Development in June, 1981 
was valued at Rs 1928.08 
lakhs. This shows an in¬ 
crease of 30.40 per cent over 
that of June 1980 (Rs 1478.50 
lakh»). The monthly produc¬ 
tion excludes production of 
Hindustan Salts Limited, winch 
is engaged as a seasonal in¬ 
dustry and whose production 
is valued at Rs 45.55 lakhs 
during the month of June, 
1981. 

The cumulative productitm 
during the lirst three months 
of the current year (1981-82) 
was 18.29 per cent higher than 
the production of Rs 4,303.90 
lakhs in the corre.spondnig 
period last year. 

EIL Ex|ierti$e for 
Aluminium Project 

The National Ali'niinium 
Company (NALCO), a public 
sector enterprise, i? moving 
fast to implement its massive 
aluminium project in Orissa. 
Estimated to cost Rs l,3(X) 
crores, the project is being 
set up with the technical col- 
la borat ion from Francc. 

NALCO, registered early this 
year, has appointed various 
consultants for the execution 
of the project. Within 10 
days of the signing of a con¬ 
tract with Development Con¬ 
sultants Pb^t.Ltd, Calcutta, for 
engineering consultancy ser¬ 
vices for the captive power 
unit at Talcher, NALCO sign¬ 
ed an agreement with Engi¬ 
neers India Ltd, another pub¬ 
lic sector undertaking, for 


eo^ineertng ser^ Tbd con¬ 
struction at site is expected to 
commence from October this 
year. 

Under the agreement, EIL 
will provide expert services in 
site management and project 
monitoring services for bauxite 
mine, alumina and aluminium 
smelter. 

The main components of 
the project are : bauxite mine 
of 2.4 million tonnes per 
annum capacity, aluminium 
plant of 8,00,000 lonncs per 
annum capacity, aluminium 
smeller of 218,()()0 tonnes per 
annum capacity, captive power 
plant of 400 MW to the alu¬ 
minium smelter and port hand¬ 
ling facilities at Vi/ag. 

Alumina Exports 

According to its Chairman, 
NALCO had already commenc¬ 
ed negotiations with foreign 
buyers for export of alumina. 
Alumina produced from the 
Orissa plant would be eco¬ 
nomical compared with the 
production from the existing 
units. The feasibility report 
envisages substantially Ic.ss 
power consumption. 

The opertition of the bauxite 
mine and alumina plant would 
commence in 1985 and alu¬ 
minium production in 1986. 

The output value of this 
project is estimated at Rs 397 
crores per annum at pre.sent 
prices. The production of 
aluminium would represent a 
saving in foreign exchange of 
about Rs 315 crores. Export 
of alumina would fetch Rs 82 
crores. Over 70 per cent of 
the investment on the Orissa 
aluminium project would be 
made through external sources. 
The French Government has 
agreed to supply a soft loan 
and French buyers' credit in 
equal proportions amounting 
to $ 400 million. An agree¬ 
ment for the release of the 
first instalment totalling 400 
million francs has already 
been signed. NALCO has 
also signed an agreement with 
48 international banks with 
Banque Nationale De Paris 
as agent for S 680 million 
Euro-currency loan. 

In January last the company 
had entered into an agree¬ 
ment with M/s Aluminium 


Rechinery of Elrance for tSd' 
supply of know-how, bask' 
engineering and other technical 
services for mining, alumina 
and aluminium smelter. With 
the signing of the agreementjl 
with EIL and DCPL, the com^ I 
paiiy has provided for a 
technical back-up for imple^"^^ 
mentipg its main plant units; 

NALCO is curi|?ntly proces-' 
sing tenders for appointment^ 
of consultants for port hand-.fj 
ling facilities at Vi/ag port 
and a contract is expected to« 
be awarded shortly. > 

With the design work going 
on smoothly, the company hat S 
initialed action for procure¬ 
ment of long delivery equip¬ 
ment. Identification of these ; 
items has already been done ?| 
for import purposes. Through ' 
its consultants, FIL, NALCO,. 
will shortly invite prequali^^ 
ficalion lenders to prepare;' 
standard lists of vendors to - 
whom the inquiries could 
issued later for procurement 
of equipment. Vm 

. ■ j 

Rice Procurement 

The Government agencies, 
have procured over 50 j[>er 
cent more rice during the ^ 
198('-8I marketing season. Till a 
J uly 25, 1981, the procure- ' 
meat had totalled 56.39 laKh"^ 
tonnes. This was almost 19 1 
lakh tonnes more than the 
procurement of 37.65 lakh 
tonnes till date last year. 

Compared to last year, 
almost all Slates have contri- 
buted larger quantities to the /i; 
Central reserve. Punjab led 
the other Slates with a pro¬ 
curement of 25.22 lakh tonnes, :;,^ 
with Haryana coming next wits| 
6.67 lakh tonnes. The 
iribillion of Andhra Pradesh 
had been 6.54 lakh tonnes and ^ 
of Uttar Pradesh 5.78 lakh J 
tonnes. Madhya Pradesh - 
had procured 3.74 lakh tonnes, 
Tamil Nadu 1.66 1; kh tonne$ 
and West Bengal 1.32 lakH' 
tonnes. 

Of Andhra Pradesh contri-' 
but ion, 3.91 lakh tonnes 
from the kharif crop and 2,W 
lakh tonnes from the rabi, 
crop. In Tamil Nadu ovgril 
54,000 tonnes had been 
cured from the Kurubai croj^; 
and J.ll lakh tonnes fromtl^j 
Samba crop. 
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Readers’ Roundtable 

Polish Economy 


Sir, “Comrades the situa¬ 
tion is not improving; it is 
ijonstanlly deteriorating”. This 
is how the party boss from 
Gdansk, todeuz Fiazbach, 
summed up Poland’s present 
predicament. In many pro¬ 
vinces of the country people 
wait in queues in front of 
shops for 24 hours. There 
is chronic shortage of neces¬ 
sities of life. In some pro¬ 
vinces, only a third of the 
meat the population is entitled 
to is availuble. 

Shortage of raw materials 
and components arc causing 
production cuts in 39 in¬ 
dustrial enterprises. Poland's 
national income would drop 
this year by 15 per cent. Po¬ 
land’s debt to Western bankers 
amounts to $2.4 billion. Soviet 
aid to the country has 
totalled $4.5 billion since last 
summer's strike. Will the 
Poles be able to pay this 
debt? Will the export of 
coal help them in paying olf 


the debt? Only some 81 
million tonnes of coal was 
produced in the first half of 
this year as compared with 
104 million toiuics in the first 
half of last year. Exports in 
1981 will probably be less than 
half of the last year. 

On the other hand big 
structural clianges will soon 
take place in Poland’s in¬ 
dustry. A draft bill on self¬ 
management in industrial 
enterprises is ready but Soli¬ 
darity has put forward its own 
ideas favouring more genuine 
autonomy for industrial enter¬ 
prises than the official draft. 
Much haggling lies ahead. 

Aligarh Yours sincerely 
(A.K. TIWARI) 

Indo-Soviet Ties 

Sir, An assessment of Indo- 
Soviet economic relations is 
in order on the eve of the 
celebration of the eleventh 


R^vdrs^ ltido*iSoV]d 
Friendship Treaty. Forty per 
cent of our exports to the 
Soviet Union are switch-traded 
to western Europe. Had we 
traded directly with them we 
would have earned a lot of 
hard currency and would have 
been facilitated in importing 
sophisticated machinery from 
them and thereby avoided a 
number of bottlenecks in our 
industrial production. Further, 
Soviet aid to India is project- 
bound and comes in the form 
of import of Soviet mechanised 
goods which are generally of 
low technological level. 

This form of Soviet aid, 
in fact, aniounts to dumping 
in the Indian market of low 
quality Soviet mechanised 
goods, unsalable in western 
Europe. The conditions for 
the payment of these goods arc 
getting more and more strin¬ 
gent as compared with aid 
from we:;tern countries. The 
situation gets more unfavour¬ 
able for India if we lake into 
account the arbitrary changes 
that Soviets have been making 
in rouble-rupee ratio to the 
detriment of India. 

Whether the Soviet person- 


iMtl wockng in Soviet aided't 
projects in India get salaries 
Idgher than they actually de¬ 
serve and whether their role 
is primarily technical or le-^ 
lated with KGB espionage 
activities in Asia as establish¬ 
ed by the recent subterraneous 
import of Soviet cspiona^ 
instruments in Bangladesh is 
a matter for investigation. But 
there is evidence that some of 
the Soviet citizens who worked 
in India and drew salaries of 
engineers were merely skilled 
labourers in their own coun¬ 
try. 

All in all, whether Jndo- 
Soviet economic relations are 
symbiotic in character, or 
whether through such rela^ 
tions Indians have been ex¬ 
ploited as is the experience 
of China, Yugoslavia, Iran, 
Afghanistan and even Comc- 
con countries is a subject for 
research for our economists. 

It is surprising that little eco¬ 
nomic research has been 
undertaken in this important 
area. 

Hyderabad Yours faithfully, 
(S. SADANAND) 
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Debenture Issue b/ 

Straw Products Ltd. 

Straw Products Ltd., a com¬ 
pany of J.K. Group IS entering 
the capital market on August 
18, 1981 with a public issue of 
130,000-12 per cent secured 
convertible debentures of Rs 
500 each of the aggregate 
of Rs 6.50 crores. The 
pC^ecds of the issue will 
be utilised for meeting a part 
of the capital cost of the 
Ccipent Project which the 
company is ssetting up at Basant- 
garh (Banas), a backward area 
of Sirohi District, Rajasthan, 
at an estimated cost of 
Rs 36 crores. 

The most attractive and out¬ 
standing feature of the issue 
IS Its 100 per cent conver¬ 
tibility, that is, each deben¬ 
ture of Rs 500 carries an 
option to receive 25 fully 
paid equity shares of Rs 10 
• company at a 

J^mium of Rs 10 per share 
ft»er three years from the 
ofle of allotment. If, before 
exercise of the said option, 
the company issues any bonus 
™res to the existing shiirc- 
holders the entitlement of the 
holders of debentures shall 
also stand augmented propor- 
tioiwteJy and the premium on 
equity shares shall stand re¬ 
duced pro-tanto. 

The debentures arc fully 
^cured and -carry interest at 
12 per cent per annum. Addi¬ 
tional interest of one per 
cent per annum shall be paid 
m any financial year if the 
average annual dividend on 
equity capital declared by the 
company for the three im¬ 
mediately preceding financial 
years exceeds 20 per cent. 

The company is presently 
m^ng three manufacturing 
units—board mills at Bhopal 
where a variety of boards 
and packaging paper, such as i 
straw board, duplex board, I 


grey board, MG Kraft paper 
etc with a total capacity of 
22,050 tonnes per annum, aie 
being manufactured; Paper 
Mills at Jaykaypur, Rayagada, 
a backward area in the St.Ue 
of Orissa, where a variety of 
papers such as printing papcis, 
maplitho, tissueptipcrs, ainiuiil 
bank/bond and other special 
papers including coated papcis 
and boards are manufaLtuicd 
with a total capacity of 40,^0(1 
tonnes per annum. 

Tata Steel 


Mr J.R.D. Tata, Chaiiman, 
Tata Iron and Steel C onipanv 
recently, congratulated ihc 
present Government and paiti- 
cularJy its Minister for Skcl, 
on the courageous decision 
to decontrol billets, bars and 
rods. By so doing, ilic\ 
have not only relieved the 
public sector plants and TLSCO 
from the unfair compulsion 
not imposed on otJici steel 
producers of having to sell 
these products at unccononii 
cal low prices, but ifiey 
have done so at little c;^ no 
cost to the ultimate consi'niei, 
for the benefit of the lowei 
selling prices accrued laieeK 
to the trade, he added As 
at the same lime, presumabK, 
a good part of the piofil 
made by the trade escapci* lax 
upto now. Deregulation will 
also benefit the treasmy and 
therefore the taxpayer and 
consume r. 

For the past thirty ^J^c 
years or so, he sud his com¬ 
pany had protested and argued 
ugajn*>t the unfair and un¬ 
sound inddstrial price policies 
of successive Governments, 
which compelled the Indian 
steel industry, one of the most 
vital to the country's economy, 
to sell its products year after 
year atex-works prices equiva¬ 
lent to half the domestic prices 
prevailing in other steel pro¬ 
ducing countries. Theindus- 


t^ry wis thereby denied the 
financial resources that would 
have enabled it to keep pace 
with technological advances 
made elsewhere through a con¬ 
tinuous replacement of obso¬ 
lete equipment and processes. 

Mr Tata’s pica for a more 
rational price policy fell on 
deaf ears or wcie met with 
r the cxtraoidinary argument 
f that as the steel industry had. 

; between 1923 and 1939, le- 
r ccived subsidies and benefited 
, from protective duties at the 
; expenses of the consumer, it 
f was only right that it .should 
, repay the consumer bj suppl>- 
1 iijg cheap steel to the countrj. 

No account was taken of the 
, fact that whcieas the total 
cost to the country of the siib- 
I sidics paid to 1ISCO and of 
the higher prices icsulting liom 
the protective duties chaiged 
on Imports during those sis- 
Icen years was only Rs 11 
crores, over ihc succeeding 
forty years, TiSCO alone 
wax deprived ol legitimate 
carmngs after tax ol someth¬ 
ing of the Older of Rs 1,300 
crores which, taking into 
account the depreciating value 
of the lupce, would amount 
to about Rs 3,4(K) crores today. 
Lven i( It had paid generous 
dividend from the exlia earn¬ 
ings, Jala Steel's cap*icity 
would have been at least 
twice what It is today, and 
the company would be pro¬ 
ducing annually an additional 
two million tonnes, saving the 
country sonic Rs 600 cioics 
a year m precious foreign 
exchange. 

Bonds Issue 

The Directors of the Tata 
Iron and Steel C ompany 
have decided to oficr 13.5 per 
cent non-convertible bonds to 
the company's preference 
shai^holdcrs m lieu of their 
preference shares. J 

The company's subscribed i 
preference capital is Rs 11.40 < 
crore of which shares of i 
Rs 75 lakhs carry six per cent l 
dividend, while the shares of c 
Rs 1.65 crore carry a dividend i 
of 7.5 per cent per annum. I 
All the preference shares arc 
non-redeemabic. ^ 

The company proposes to a 
offer one non-convertible bond c 


I of Rs JOO each for every 
I fcrcncc share of Rs JOO. 

The bonds wdl be repaid at 
‘ par at the end of 12 years 
from the date of allotment, 
with an option to the com¬ 
pany to repay the amount in 
instalments by drawing lots at 
any time after the end of the 
JOth year from fjie dale of 
allotment. Thus, Ihe compa* 
ny\s existing non-redcemable 
picitrence share capital of Rs 
11 40 crore would be conver- 
ted into nonconvertible bonds. 

Colour-Chem to Pay More ' 

( oloui-C hem has reported 
a highei gross profit of Rs 6.86 
Cl ore for the year ended 
Maich 31, 1981 against Rs 6.48 
croics for the picvious vear. 

The Directors of the com¬ 
pany have proposed a higher 
disinbuUon of Rs J5 per 
xhaic, indiiding a silver jubilee 
dividend of I luce rupees per 
sharc^ fo, 1980-81 against 
Ks 12 per shaic paid for the 
pievious year. 

The company’s gross sale 
have mcicascd to Rs 50.07 
crores from Rs 44.20 crores. 

Its piolil aflei-tax amounts 
*5* ‘•Tore against 

Rs 2.20 cioic (Rs 2.10 crore) 
for depreciation and Rs 2 57 
crore (Rs 2 20 croie) foi taxa¬ 
tion, a sum ol Rs 22 lakhs 
(Rs 51 Icikhs) IS transferred 
to the Investment allowance 
icserse. The proposed equity 
dividend will cl.iini Rs 119 

ldkhsdgansiRs95 291akhsand 
prcicrencc dividend Rs 15.12 
lakhs A sum of Rs 20 lakhs 
(Rs 76 72 lakhs) is tiansferred 
to the general reseive. 


sooMcNw 
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Morarjee Mills 

Morarjee Mills has suffered 
a set-back during the year 
ended June 30, 1981, wilh 
Us gross profit declining by 
about 31 per cent to Rs 3.13 
crore from Rs 4.58 crore for 
the previous year. This is 
despite the sharp increase in 
sales to Rs 63.97 crore from 
Rs 43.25 croics. 

The I3i rectors of the com¬ 
pany have proposed to pay 
an equity dividend of IS per 
cent on the capital as raised 
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by the one-for-two bunds 
Issue, This will mean a distii- 
btttion of 22 5 per cent m 
terms of the pre-bonus capital 
against 20 pei cent paid ior 
1979-80 

The tall in the piofits is 
mainly beeause ol the large 
expenses incuned on lehabi- 
litation of the second unit, 
formerly S lyaji Mills, acquired 
towards the close of 1979-80 
The mcieasc in puces of cot¬ 
ton, fuel oil and laboui as 
also the consuniet lesistance 
at highei k\cls also aflcclcd 
the coinpan>\ piohlabilitv 

Out of the gio>s pioht, the 
Director have piovided 
Rs 1 2'^ Cl ore (Rs I 07 cioie) 
for depreciation No piovision 
foi taxation has been made 
against Rs 80 lakhs m the 
picvious ycai A sum ol 
Rs S6 4() lakhs (R< S5 87 
lakhs) IS tiansfeiied to the 
invest meat allouance reserve 
The proposed cquitv dividend 
will claim Rs 6”^ 07 lakhs 
against Rs % 06 lakhs, and 
prefcicnce dividend Rs 111 
lakh A sum ol Rs 4^ 78 
lakh (Rs I 26 cioic) is tian*- 
ferred to the general reserve 

The compans is going ahead 
with the modernisation piog- 
ramme During the vcai undci 
review, it spent Rs 115 lakhs 
on the fiist unit and Rs 215 
lakhs on the second unit 

Gajra Bevel Gears 
Skips Dividend 

Gajra Bevel Gears has cain- 
cd d highci gross piolil of 
Rs 9"^ 80 lakhs for the yeai 
ended March '^1, 1981 against 
Rs 56 99 lakhs foi the pre¬ 
vious veai 

Sales have me leased to 
Rs 6 40 cioie from Rs 154 
crore Its production increased 
to 882 tonnes from 578 tonnes 
m the pievious year 

The Diiectois ol the com¬ 
pany have decided to pass over 
the dividend with a view to 
conserving resoipces for the 
company's cpxansion project 

1 he company has embarked 
on d project to raise its capa¬ 
city from 945 tonnes to 1,900 
tonnes pci annum The pro¬ 
gramme IS estimated to cost 
three crore rupee and would 
be completed by March, 1983 


The expansion is being 
financed from teim-loans of 
Rs 1 20 crore and internal 
accuials of Rs 2 10 crorc 

Accoiding to Ml i S Ga|ra, 
the company may declare a 
maiden equity dividend foi the 
current year Its sales for the 
current year arc expected to 
increase to about rupees nine 
ciore The company does not 


anticipate any tax liability till 
1984-85. 

GEC (India) 

The General Clectric Co of 
India I td has shown im¬ 
proved results for the year 
ended March 1981 Sales are 
up from Rs 4,356 16 lakhs to 
Rs 5,364 06 lakhs and the 
pre-tax pioht has risen fiom 


Rs 365 9t lakhs to Rs 495.M 
lakhs. Providing Rs 294.26 
lakhs (R& 212 50 lakhs) for 
taxation and Rs 5 93 lakh 
(Rs 14 lakhs) for investment 
allowance rcseive, the profit 
comes to Rs 195 12 lakhs 
(Rs 13941 lakhs) A sum 
of Rs 0 74 lakhs (Rs 0,62 
lakh) has been transferred 
from development rebate rc- 
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fleive. the taxable ordinary 
dividend has been stepped up 
from 13 per cent to 15 per 
cent, absorbing Rs 108 lakhs 
93.60 lakhs) Geneial 
" erve gets is 87 86 lakhs 
46.43 lakh) 

WiMCO 

WIMCO Lid, match-makers, 
have charted out foui major 
aieasof operation tor expan¬ 
sion - processed loods, packag¬ 
ing, erigittpermp and marine 
and electro-chemicdls 
To meet the incicasmg 
woikmg capital requirements 
in these areas the com¬ 
pany IS comini? out with its 
public issue of secured deben- 
^u’.^s 4or five cioic rupees 
^"•.rk-ding to Mr JCrishramm- 
thv, financial contioiler 

Jn the current yeai the 
company's export ol pio- 
cess6d food was expected 
to I each rupees five cioic 
WIMCO Ltd with the pci- 
mission ot the Government 
had acquiied a four pen cent 
intciest in C lean I oods Coi- 
poration which, foi the lust 
time in the country, would 
be producing tomato paste 
WIMCO papei mill at 
Calcutta pi oducIng a variety 
of papei s would be fuilhci 
expanded to meet the lequiie- 
^incnts ot both export-oi lentcd 
,i|i-ms as well as domestic 
i%iketing 
In the held of engmceimg, 
the company has alread) set 
up facilities to manula.cture 
match machines and packag¬ 
ing machines Ihis yeai, it 
has secured an cxpoit older 
worth more than Rs 33 lakh 
fiom Sri Lanka 
At WIMCO’s salt works at 
Vedaranyam in Tamil Nadu, 
a pilot plapi^ has been com¬ 
missioned to manutacture bro¬ 
mine which IS cuiientl> im¬ 
ported WJMjpO has evolved 
Its own tecnRology 

Borax Morarji 
Steps Up Dividend 

Borax Morarji has shown 
improved performance for the 
II yea r ended March 31, 1981, 
p^bling the Directors to step 
up the equity dividend to 22 
per cent from 20 per cent paid 
for the previous year. 


The company's gross profit 
has increased by about 15 
per cent to Rs 79 81 lakhs 
from Rs 69 53 lakhs Its 
turnover at Rs 7 28 ciore 
shows an increase of 40 pei 
cent over that of Rs 5 21 
croie foi 1979-80 
The company's net piotil 
for 1980-81 amounts to 
Rs 23 57 lakhs against 
Rs 22 66 lakhs dftc! provulmt* 
R- 8 75 lakh (Rs 7 08 lakh) toi 
depieciatJon, Rs 3 4® lakh loi 
investment allowance resetvc 
and Rs 44 lakh- (Rs 39 72 
lakh) loi taxation The pio- 
posed dividend will claim 
Rs 11 73 lakhs 

The company s pioductioii 
ot boric acid was highei but 
that of borax was maif-inillv 
lowei than m the picvioiis 
veai Its boiax plant had to 
be closed toi 71 days and 
bone acid plant foi niiedivs 
toi want of impoited nw 
matciials Consoqucnll) the 
borax plant operated at 59 
pci cent and boiu asi t plant 
at 95 pci cct of the i ikii 
capici,ty The anhvdunis 
boiax plant lemaincd cl ’’.cd 
loi the majoi pait ol tiK \c m 
due to lack cl d^maiul 

Vickers Sperry Maintains 

VjckcMs Sperry ol Indi i has 
earned a lower prc-ti\ piolii 
of Rs 52 69 lakhs loi he 
year ended Maich 3|, |‘s| 
against Rs 63 5'^ lakhs loi 
the picvious yeai Its mU 
have increased bv 10 pci cuu 
to Rs 5 66 crore trom R^ s M 
crorc The Dilectors ot tlic 
company have pioposcd 
maintain the equity dividend 
at 15 pci cent for the vcai 
The Rs 10 fully paid-up equilv 
shares of the company aic 
placed around Rs 22 in 
Bombay 

The management states lint 
the company’s pcrlormancc loi 
1980-81 would have been bcuci 
but foi the industiiaT di pute 
resulting in a disiuption in 
normal manufacturing activi 
tics In fact, the company s 
plant was locked out loi 42 
days following laboui piob- 
Icms. The profitability has 
also been adversely aflected 
because of the sharp rise m 
interest burden to Rs 46 20 
lakhs from Rs 30.84 lakhs 


The company's working 
during the first quartci of the 
current year has been (n- 
couraging with pioduction and 
sales showing an increase of 
30 per cent ovjr those m the 
coiiespoiiding quarter of the 
last yeai. Orders on hand 
are fdi highci around Rs 5 50 
cioie The company’s new 
undei taking at Pimpri near 
Pune has commenced produc¬ 
tion 

Following the cvpital ex¬ 
penditure at Pimpri, the com¬ 
pany IS entitled to highei 
investment allowance This 
his resulted in a lower taxa¬ 
tion of rupees seven lakh com- 
paied to Rs 32 lakhs The 
compiny’s aftci-tax piofil foi 
1980-81 amounts to Rs 45 69 
lakh against Rs 31 "^2 lakh 

Aluminium Industries 

Aluminium Indusincshas ic- 
potled a sharp inciease m 
its piofits for the yeii ended 
March 3|, 1981 The Dircctois 
of the company have pio¬ 
poscd to pay an cquitv divi¬ 
dend of 10 pci cent, besides 
clearing the aireals of pic- 
fcience dividend 
Its pie-tax piofii afiei de- 
pi ecu lion amounts to Rs 
209 61 lakh against R'. 37 20 
•akh f( I the pievioiis ycai 
A sum ot Rs 50 lakhs i^ 
piovuled for ta'dtion Aftci 
»dlusting the buiunht-iii dc 
ficil of Rs 47 04 lakhs the 
suiplus amounts lo Rs 112 
lakhs The aiieais ol pie 
leicnee dividends will claim 
Rs 33 36 lakhs while the pio- 
posed equilv divid ml will 
absorb Rs 2"^ laklr 

Amrutanjan Limited's 
Bonus 

Amrutanian I i mi ltd is issu¬ 
ing bonus shaic'' in the latio 
of one shdie foi cveiy ihicc 
equity shdies subject lo various 
formalities T he paid-up equity 
capital will thus incteasc by 
77 78 pel cent in less than 
three years with the proposed 
issue Pciformance of the 
company during the year ended 
March 31, 1981 has been quite 
good and the equity dividend 
has been maintained at 30 
per cent. 

Company's results have been 


good despite a prolonged % 
strike in 1979-80, which led | 
to a Rs 35 lakhs production | 
loss Turnovei during the ^ 
year has risen to Rs $65.39 \ 
lakhs from Rs 408 45 lakhs u 
previouslv Net profit, before 
depreciation and taxation has J 
jumped to Rs 51 58 lakh froml 
Rs 10 49 lakh Depreciatioh 1 
gets Rs 6 46 lakh (Rs 6.3lr1 
Idkh^ and taxation Rs 32 j 
lakh (nil) Transfer to general 'v 
reserve is Rs 1.32 lakh 5 
(Rs 42,000) The dividend 2 
will absorb Rs 7 20 lakh ] 
(same) The amount carried ‘ 
foi ward is higher at Rs 5.25 j 
lakh .igainst Rs 64,000 brought . 
in , 

Citurgia Biochem j 

Cituipi.i Biochcmicdls has i 
leportcd a gioss profit of , 
Rs 98 65 lakhs foi the year 
ended Maich J98I against 
Rs 75 63 lakhs m the pre** 
vious yeai following sales of 
Rs 4 71 CIOIC against Rs 4 24 
Cl Ole 

Afiei dcpieciation of ' 
Rs 85 41 lakhs (Rs 84 77 lakhs) l 
and investment allowance of ' 
Rs I 45 dkh (Rs 2 52 lakh), ’ 
thci IS a net suipliis of 
Rs 11 79 lakhs against a net 
dchcil of Rs 11 66 lakhs pre- 
viouslv The surplus has been 
utilised to reduce the acev- 
mulated dchcit of Rs 2 08 ^ 
croies 

United Niiigiris 

United Niligiiis Tea Estates 
C ompanv Limited has leport- 
ed unsdtisfactoiy results for 
the ycai ended March 31, 1981. 
The net piofil befoie 
tion declined lo Rs 43.46^ 
lakhs fiom Rs 54 76 lakhs m * 
1979-80 Piovision for taxa¬ 
tion IS Rs 2"^ 65 lakhs (Rs 33 60 
lakhs) An additional alien« 
cation of Rs 77,935 was made 
on this dccoLint m 1979-80 

Tiansfei to general reserve 
IS Rs 9 20 lakh (Rs 13.20 
lakhs), development allowance 
icservc Rs 23.500 (same) and 
investment allowance Rs 24,500 
(Rs 76,500) A final dividend 
of 9 5 pci cent, making with 
the interim 12 5 per cent hat 
already been declared. TheJ 
dividend (same as last 
IS payable on a capital eth 
larged by the issue of hoimA 
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I shares in the ratio of one 
,;for every two equity 
Hbareif. Amount required is 
i hence higher at Rs 9.25 lakh 
(Rs 6.17 lakh). 

1 Machinery Manufacturers 

Machinery Manufacturers 
Corporation Ltd has produced 
improved results for the year 
ended March 1981. Sales 
arc up from Rs 1621.28 lakhs 
to Rs 2560.33 lakhs and the 
pre-tax profit has risen from 
Rs 53.63 lakh to Rs 105.88 
lakhs after providing Rs 62.73 
lakh (Rs 38.92 lakh) for de¬ 
preciation and Rs 124.31 lakhs 
(Rs 125.28 lakhs) for interest. 
Allocations include Rs 23.94 
lakh (Rs 15.72 lakh) for in- 
vcslmept allowance reserve. 
Rs 1.50 lakh (Rs eight 
lakh) for contingencies. Rs 11 
lakhs (Rs 11.25 lakhs) for 
taxation and Rs 50 lakhs 
(nil) for general reserve. The 
taxable ordinary dividend has 
been declared at 12,5 per cent 
(10 per cent) absorbing 
Rs 12.12 lakhs (Rs 7.53 lakhs). 
After making adjustments there 
remains a balance of Rs 25.21 
lakhs (Rs 21.41 lakhs) which 
is carried forward. 

Vidula Chemicals 

Vidula Chemicals and Manu¬ 
facturing Industries Ltd is 
entering capital market shortly 
with a public issue of 270,000 
equity shares of Rs 10 
each at par. The company 
is setting up a plant at Ganga 
>;aNagar, near Calcutta for the 
manufacture of 16,500 tonnes 

S r annum sulphuric acid with 
ulities to manufacture 3,300 
tonnes per annum 20-24 per 
cent oleum and 1,980 tonnes 
per annum 65 per cent oleum 
,.by utilising a part of the 
sulphuric acid produced. The 
project would be implemented 
in two phases. In the first 
. phase, the company would set 
. up facilities to manufacture 
sulphuric acid and 20-24 per 
cent oleum. After these plants 
go into production, the com¬ 
pany proposes to add faci¬ 
lities for manufacture of 65 
per cent oleum. 

The company has appointed 
The Gwalior Rayon Silk Mfg 
^ 3(Wvg) Co Ltd as its technical 


consultants and the plant and 
machinery would be designed, 
supplied, erected and commis¬ 
sioned by them on a turn¬ 
key basis. The plant will 
utilize double-conversion- 
double absorption (DCT)A) 
process which w^ould result 
in better consumption norms 
and less effluent and expected 
to go into commercial pro¬ 
duction by December 1981. 
The engineering and develop¬ 
ment division of Gwailor 
Ra>on has so far commis¬ 
sioned seven major sulphuric 
acid plants in ibc country. 

The company’s plant 
would also encourage setting 
dp of ancillary industries like 
alum in the vicinity of its 
plant and generate employ¬ 
ment. 

Because of the various tax 
benefits, the company will not 
be subject to tax for the 
first few years of its operation. 
The investors in the shares 
of the company will be entitled 
to deduction of 50 per cent 
of their investment uplo a 
maximum of Rs 10,000 under 
Section 80CC of the Income 
Tax Act besides total exemp¬ 
tion under the Wealth Tax 
Act for live years. 

Antifriction Bearings 

The Directors of Antifriction 
Bearings Corporation have 
maintained dividend at 17 per 
cent for the vear ended March 
1981. 

The company has earned a 
gross profit of Rs 1.97 crorc 
against Rs 2.49 crore in the 
previous 15-month period 
Rdowing sales of Rs 10 21 
crore against 11.38 crores. 
Aftei providing Rs 97.83 lakhs 
(Rs 72.02 lakhs) for deprecia¬ 
tion, Rs 32.50 lakhs (Rs 94.65 
lakhs) for investment allow¬ 
ance reserve and Rs 2 lakh 
(Rs 13.5 lakhs) for taxation 
and after some adjustments, 
a .sum of Rs 30 lakhs (Rs 40 
lakhs) has been transferred to 
the general reserve. 

Alkali and Chemical 
Corporation 

Alkali and Chemical Cor¬ 
poration of India has suffered 
a major setback in spite of 
sales turnover for ths half 


year ended March 31, 1981 L83 crore for the f* 

being almost half of the last ^ period last year, 
year’s level, with Rs 29.76 

crores of sale for the half Production for the rest of 
year ended March 31, 1981 the year is likely to be affect- ^ 
against Rs 30.52 crores for ed, according to a company 
the corresponding period last release. Interest charges have 
year. The comptiny’s losses for gone up to Rs 1.77 crores 
the half year ended March for the half year ended March 
31, 1981 amounted to Rs 1.53 31, 1981 due to overdrafts 

crore against a profit of and hike in rates of interest. 


A WORD WITH THE 
TAX-PAYERS 

In the new financial year 1981-82, tax- payers will 
be under obligation to file their Income/Wealth-tax etc. 
returns within specified period. Voluntary compliance 
shall be facilitated if the following are observed by the 
tax-payers: 

i) Return should be filed within specified time to 
avoid penalty and interest: 

ii) The information in the return should be correct 
and complete. This would help you avoid 
penalties and prosecution; 

iii) The tax on Self Assessment should be paid 
before filing the return of Income-tax/Wealth* 
tax; 

iv) Please attach form No. ITNS 224 giving informa- 
tion with regard to any pending actions for 
rectifications, refunds. Tax Credit etc. relating 
to your earlier assessments; 

Please remember to incorporate all information 
In ITNS 224 attached to the return of the 
Income; 

v) Please ensure that the return of Income-Wealth- 
tax is filed in the revised forms in use for the 
assessment year 1981-82. 

Avail of help and assistance on voluntary compliance 
end do not expose yourself to consequences following 
detection in survey, search and seizure operations. 

Director of Inspection 

(Research, Statistics, Printing & 

Public Relations) 

INCOME-TAX DEPARTMENT 

New Delhl'110001. 

devp 81/N.T 
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September 2 

India rejected the appointment of 
George B. Griffin as Political Counsel¬ 
lor in the United States Embassy in New 
Delhi for his alleged connections with 
the Central Intelligence Agency (CIA) 
and his “difficult attitude” towards this 
country. 


The Kerala State Cabinet decided to 
reduce by half the sales tax on tea for 
one year. 


Saptembnr 3 

Newly-appointed Prime Minister, 
Ayatollah Mohammad-Reza Mahdavi 
Kani, went before Parliament seeking 
approval of a 22-man Cabinet. 

Trade between India and Bulgaria is 
expected to increase three-fold in 1981, 
compared to the previous year. 

The index of Industrial production for 
the first three months of the current 
^ ' financial year (April-June) recorded a 
growth of 11.1 per cent over the corres¬ 
ponding period a year ago. 


September 4 

France's Ambassador to Lebanon 
Louis Ddamare shot and killed near his 
mid-cily residence close to the “green 
line” that divides Beirut into Muslim 
and Christian sectors. 

Radio Mozambique reported that 
South Africa has launched a new offen¬ 
sive against Ang^ila. 

The Petroleum and Chemicals Minis¬ 
ter, Mr P. C. Sethi, announced that the 
Oil and Natural Gas Commission 
(ONGC) had struck oil in a new struc¬ 
ture 35 km cast of Bombay High. 

Continuing its climb, the official 
wholesale price index for all commo¬ 
dities (base 1970-71) rose to a new high 
at 289.2 (provisional) during the week 
ended August 22. 

September 5 

A firebomb explosion killed Iran’s 

General Revolution Prosecutor, the 
fourth senior figure in Ayatollah Kho¬ 
meini’s regime to be assassinated in 
Teheran in less than a week. 


Import oTpig Iroe k cuialised 

the Steel Authority of India. 

The Government miaed the coal 
duction target for the current finandt|l'§; 
year upward by three million tonnes^, 
view of the current trend of incrcasptl^^ 
coal production. 

The H. C. Sarin TelecommonicatiofllM 

Committee’s term extended up 
November 30. , :| 

Snptember 6 .. 

Eighteen Harijans of Mayuram 

in Tlianjavur district of Tamil Nadu^ 
stated to have embraced Islam. 

President Anwar Sadat, in what hd 
described as “a purge’* to end sectarianfl 
strife, disbanded unidentified groups tfiaf:| 
threaten national unity, g' 

Bangladesh presidential elections poat**;; 
polled to November 15 according to an ?- 
Election Commission announcement 
in Dacca. 

September 7 

Afghanistan’s Foreign Minister Mo*:;' 
hammed Dost arrived in New Delhi. 

Hundreds of Akali Dal workers 
by their leader Harchand Singh Longowd'’ 
courted arrest in New Delhi at thd!? 
culmination of a day-long peaceful 
march to protest against the Govern-^ j 
ment’s interference in their rcligioua.; 
affairs. 


I 

Oil struck in “small quantity” 

new wells in Assam and Gujarat. 

September 8 

Saudi Arabian Oil Minister ShelUl^l 

Ahmed Zaki Yamani declared that); 
OPEC oil price should be unified at it 
rate lower than $34 per barrel. " 
Steel Authority of India Limlleif: 
(SAIL) will achieve its production target 
of 6.3 million tonnes of .saleable si 
during this financial year, according 
its Chairman, Mr K.C. Khanna. 

India's foreign exchange reserves 
Rs 3,763.11 crores by August 28 tl 
year, fell to their lowest level si 
1977-78, when they stood at Rs 4,499^ 
crores. 

The Finance Minister, Mr R. Venknit 
raman stated that the repayment of sj 
cial bearer bonds would he made 
account payee cheques or account payii 
bank drafts only 
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How Fares the Economy ? 


TiiE Financ I Minister, Mr R. Venkataraman, is a master in 
the use of woids Last week he described the economy in 
terms so glowing that they might have warmed even those 
without hope. He leferrcd to the deceleration of prices, a 
phrase which was promptly misreported as a downward trend 
in prices. Wtiat he actually said was that inflation was 10.4 
per cent in the first eight months of 1981, against 14 8 per cent 
in 1980 and 22.4 per cent in 1979 This can hardly be a source 
of consolation to those who know enough of mathematics to 
calculate that a 10 4 per cent latc of inflation makes your 
current savings woithless lo ten years. 

Mr Venkataraman has denied evci promising to bung 
down prices—whclher you go lo lanjoic or Timbuctoo, he 
proclaims, you will find prices rising. This is quite true Mr 
Venkataraman cannot be accused of saying he will bring 
down prices. He is guilty of is quite the opposite-he is pei- 
haps the first ever 1 inance Minister to have said that inflation 
at the rate of one pet cent pei month is an acceptable rate 
He cannot be faulted as a hypocrite, only as one whose attitude 
towards inflition borders on the callous It h<is been well 
established that inflation in India hits the poorest the worst, 
and benefit economic offenders more than anyone else A 
atcady 12 per cent plan to impoveiish the poor and fatten the 
hit cats is hatdly the way to achieve “Garibi Hatao*’. One 
must admit that the task of containing inflation is difUcult in 
' S world suffering from the sarre disease. But that is totally 
different from averring that 12 per cent inflition is accept- 
able* or that 10 4 per cent inflation is an achievement. 

Mr Venkataraman reeled off a set of figures to show that 


ter, he said, the most rapid rate ever. But, a quick look at the 
statistics shows that as recently as 1976 there was a growth 
of more than 16 per cent in industrial output. And we all 
know that 1976 did not mark the take-off of industry It merely 
represented, as do the current figures, recovery from a very 
bad previous year. This is what we have been reduced to. We 
slump, recover, stagnate, slump again, recover again, stagnate 
again—ad infinitum. Mr Venkataraman neglected to mention 
that compared to 1978, industrial production in the April-June^ 
quarter shows a rise of just 8.2 per cent in three years. 

Nor was it really news for Mr Venkataraman to tell us 
that the public sector was at least showing a profitable trend 
after years of losses. The rise in the domestic price of crude 
alone will improve the profits of the ONGC by Rs 1070 crores 
this year. The rise in coal and steel prices earlier this year 
ensured Rs 430 crores more for these industries. It is hardly 
surprising therefore that the public sector, which has been los¬ 
ing the odd hundred crores m recent times, will be in the 
black again. 

The economy has been suffering from inflation, industrial 
stagnation and low profits for one overall reason—low pro¬ 
ductivity. All the thousands of crores invested year after year 
yield very little by way of output. This is reflected in a rising 
capital-output ratio, and is the real albatross around our neck. 
Only with higher productivity can we absorb higher costs with¬ 
out passing them on the form of higher prices. Only higher 
productivity will enable more output from our already heavy 
investment rate, and increase profits without a proportionate g 
rise in prices as well. I 


country was experiencing super-fast industrial growth, in- One must, in fairness, add that there are several signs of 
l^ltttrial production was up 11 per cent in the Apnl-June quar- increased productivity. But most of them represent only a re^ 
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00 very ftom a very bad performaoce. For mstanoe oil and 
fertiliser production was badly hit by the Assam agitation last 
year, and it is the end of the agitation that Is mainly responsi- 
ble for the rise of over 60 per cent in oil and fertiliser output 
in the ApriMune quarter. Coal production is rising faster than 
expected, and the target is being revised upwards from 121 mil¬ 
lion tonnes to 124 million tonnes. But considering the thousands 
of crores invested in coal in the last seven years, the increase 
is no more than modest. Power generation is up 19 per cent, 
and thermal generation has done particularly well with a 24 
per cent jump in August (compared to August last year). But 
here again it is necessary to point out that capacity utilisation 


in thermal plants had slipped steadily from 57 per cent in 1976 
to barely 43 per cent last year, so that we have Just recovered 
lost ground. 

We have time and again demonstrated our ability to stage 
a recovery. We have yet to demonstrate our ability to grow 
steadily. That will requite a total overhaul of our decision¬ 
making process, much greater autonomy for the public sector 
and less curbs on the private sector. Alas, the feudal culture of 
the New Delhi Durbar presided over by the Gandhi family 
cannot possibly permit such a revolution in efficiency, as it 
would lead to the disappearance of the power and patronage 
which feudalism bestows on them. 


Kharif Outlook 


s PORII.NTS appear to be developing on the food front 
hoodgrain prices started hardening in June following a serious 
shortfall in the procurement of wheat, which has turned out 
to be 6.5 million tonnes as against the target of nine million 
tonnes. The announcement of 1.5 million tonnes of wheat 
imports imparted some steadiness to the market. But now a 
rising tendency has come to be witnessed, particularly in the 
prices of coarse grains and pulses and to some extent m those 
of rice. 

The reason for this is not far to seek. Apart from the 
general inflationary tendencies in the economy and falling 
stocks in the open market, the absence of rains in most parts 
Ipf the country in the past three weeks, and fears of the dry 
^spell continuing in north-west India, are the major contributory 
factors. Meteorological forecasts do suggest that widespread 
rains will occur soon in eastern Uttar Pradesh, Madhya 
Pradesh, the coastal areas of Andhra Pradesh and Orissa, the 
Gangetic West Bengal and parts of the southern Peninsula, 
including the interior Karnataka and Telengana. But no sucli 
hope is held out for north-west India. This area may witness 
only some scattered showers, as the monsoon is said to have 
already withdiawn from here. 

The damage to the kharif crops in the tracts where further 
rains are expected, will be mitigated. The same, however, 
cannot be said about north-west India, despite the fact that 
libera] diesel oil supplies are being made available for irriga¬ 
tion purposes in Punjab and Haryana. Irrigation cannot 
fully substitute for rainfall. It, therefore, remains to be seen 
how big a setback will occur in the yields of rice, pulses and 
coarse grains. 

On current reckoning, the target of 58 million tonnes of 
rice oulput for the year is likely to prove elusive, even though 
ij^j^he late summer crop in eastern India has started contributing 
materially to the overall rice output. The damage that has 
already occurred to the crop in Haryana and Punjab is reported 
to be quite severe. These two States have emerged as the 


major suppliers of rice to the Central stock in recent years. 

With the Central stock of rice being quite comfortable, 
currently around 3.5 million tonnes, it may not be difficult to 
deal with the situation arising out of lovver-than-expected 
kharif harvest. But the shortfall in the production of coarse 
grains and pulses can cause serious difficulties. The former 
will increase the pressure on wheat. The 6.5 million tonnes of 
procurement had raised the wheat stock in July to 8.5 million 
tonnes, out of a total stock of aiound 13.5 million tonnes. 
Along with the imports already arranged, this would have 
been sufficient to fully feed the public distribution system till 
the next rabi marketing season, provided the kharif procure* 
ment had been normal. Larger releases, therefore, may be 
necessitated to offset the lower coarse grams availability; it 
may not be possible to increase the supplies of rice even 
though its stock after kharif procurement may go up to nearly 
8.5 million tonnes. 

A leaner-than-anticipated kharif harvest is bound to further 
seriously erode ihe already depleted food stock. Some more 
imports of wheal, therefore, need to be arranged. It should 
be possible to do so without any extra burden on the balance 
of payments if some larger quantities of superior rice are 
exported. The superior rice commands high premium in the 
world markets. Endeavours at maximising the procurement 
of rice through provision of incentive pnccs or regulating 
movement from the surplus aicas cannot be of much help. 
What matters from the point of view of reasonable price 
stability is the overall availability of foodgrains. 

Regarding pulses, as any large imports arc not possible, 
prices in the off-season can be contained only if sizeable 
purchases can be made during the peak marketing season. 
This may push up the prices to some extent during the peak 
marketing period. But wide fluctuations can well be straigh* 
tened out to the benefit of both the producers and the 
consumers, The trade cannot manipulate the prices of 
cereals as much as those of pulses. 
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M r Abdul Rehman Antulay has not 
tarnished the image of the Cong- 
tess(I), He has merely lived up to it. 
The party has long established itself as 
the biggest business house in India. And 
its line of business is unhampered by the 
Monopolies and Restrictive Trade Practi¬ 
ces Act, or the Income Tax \ct, or 
even the Foreign Exchange Regulation 
Act. The business consists of the sale 
. of Government favours in the form of 
licences, permits and sundry approvals. 
The potential of this commerce was 
always known through international 
experience, but under Pandit Nehru it 
was little more than a small-scale indus¬ 
try. It was Mrs Indira Gandhi who 
first established it as big business in the 
fund-raising campaign preceding the 
1971 general election, with the able 
assistance of lieutenants like Mr L.N. 

. Mishra. Subsequently it has become 
\ the fastest growing business in India, 
diversifying into every nook and corner 
of our economic life. Much innovation 
has taken place in the process, a not- 
worthy one being the Madhya Pradesh 
! practice of permitting MLAs lo transfer 
i civil servants, both as a reward for pay- 
( ment and as a penalty for refusal to pay. 

Mr Antulay cannot lay claim to such 
! innovation in the sale of favours. The 
main complaint against him in Bombay 
' has not been the fact of these sales or 
: oven the volume of these sales, but that 
he keeps falling behind schedule in 
? delivery, and docs not exercise quality 
^ control. 


Why then has there been such a fuss 
; about the forced donations to his private 
V trusts? The answer is that Mr Antulay 
has started suffering from delusions of 
honesty, and this is disastrous for the 
business. In this line of commerce, it is 
a basic principle that all favours should 
be paid for in black money. It is well 
understood that the taking of such 



not in the least inhibit the extortion of 
funds, it does call for caution in ensuring 
that there are no written records which 
may later be pounced upon by a news¬ 
paper or a latter-day Shah Commission. 

Mr Antulay's real crime is that, he 
has been taking white money, leaving 
himself wide open to exposure in the 
press and Parliament. Had he behaved 
like a straightforward Congress(l) hood 
and kept his transactions black, nobody 
would have turned a hair. But all power 
corrupts and the power of office corrupt¬ 
ed Mr Antulay into thinking that there 
could actually be honest ways of extort¬ 
ing money. He is never tired of boasting 
to Bombay industrialists that he would 
happily accept indeed happily insist 
on-payment by cheque. This was his 
undoing. His delusions of honesty were 
bad enough. But he compounded it by 
creating a wealth of documentary evi¬ 
dence about his honesty. And he made 
the additional blunder of naming one of 
these honest ventures after Mrs Gandhi. 
It was inevitable that some day a jour¬ 
nalist would come and uncover the 
cvidmcc and make his honesty public. 

T was his bad fortune that the journalist 
in question happened to be Mr Arun 
Shouric, Executive Editor of The Indian 
Express. Few journalists have cither 
the drive or thoroughness of Mr Shouric, 
leave alone his wit or integrity. His 
exposure of Mr Antulay's trusts is the 
most outstanding piece of investigative 
journalism 1 have come across in all my 
years in the profession. It is sad but 
true that investigating standards in the 
profession are not high. It is a poor 
reflection on the dozens of newshounds 
stationed in Bombay that none of them 
uncovered the can of worms that Mr 
Shourie did. Even if they had tried, 
most of them would probably have 
rested content after finding perhaps one- 
tenth of what Mr Shourie did. What is 
really outstanding about his efforts is that 

486 


he kept digging deeper and deeper even 
after finding journalistic treasures at 
shallower levels. 

NE the of secrets of his success is that 
he is an outsider to the profession^ 
He is a World Bank economist who was 
so incensed by the Emergency of 1975-77 
that he wrote a series of crusading articles 
which still live in the memory. Mr Ra^ 
Nath Goenka was shrewd enough to 
hire him directly as Executive Editor. 
This caused much heart-burning among 
journalists in The Indian Express, who 
resented having an outsider planted on 
top of them. They warned that the whizz 
kid would turn out to be a nine-day 
wonder. He has turned out to be a 
wonder, but for much more than nine 
days. Almost all Indian editors confine 
themselves to armchair pontification. 
Mr Shourie alone wades into the muck 
and rakes it up. And he does so with an 
efficiency which puts to shame other 
correspondents boasting a lifetime of 
experience in the job. Had he climbstf 
up the rungs of the profession step bjM 
step like others, he would probably have 
ended up like them. Standards are low 
and cynicism runs high. Even talented 
young journalists soon find that they 
have to work hard for no more than 
three days a week to be considered out¬ 
standing, and start relaxing instead of 
exerting themselves fully. Hence by the 
time they reach the upper rungs they 
have already started coasting. By cont¬ 
rast Mr Shourie has hit the top while 
still in the first flush of virgin vigour and 
crusading zeal. 

Like all crusaders, he has his blind 
spots. He is so obsessed with the negative 
side of Mrs Gandhi that he fails to see 
her positive points. He has cried out 
time and again'that dictatorship is around ^ 
the corner. But his own role in 
Antulay afifair is the b^st evidence that 
democracy is still alive and kicking. 

—Shramlnathan S. Aiyar 








Tenth Anniversary of Nixon Shokku 

Sudhir 8 m 


The Augi si 15, 1971, a Sunday; 8 o’clock 
in the evening, television prime time. The 
President appeared on the screen, tense 
and unsmiling as ever and made a three- 
point announcement, the gold window 
would be closed, a wage-and-price freeze 
would be imposed and a blanket 10 per 
cent surcharge would be levied on imports 
—all with immediate effect, that is, from 
the following morning. The world was 
stunned. The shock waves crossed the 
globe in no time. A dazed and amazed 
Japan cried out against what it called in 
a memorable phrase: the “Nixon Shokku”. 

History has few examples of such a 
blitz-like about-turn and of such blatant 
disregard of promises and commitments 
publicly made and of intermitional obli¬ 
gations solemnly undertaken. The 26- 
year-old Bretton Woods Agreement was 
cast overboard without the least qualms; 
the dollar which has all tho,sc years en¬ 
joyed the privileges of the world's num¬ 
ber one reserve currency, was unilaterally, 
delinked from gold and sent afloat. A 
Republican President, flouting the tradi¬ 
tional free-market credo of his own party 
and spurning the assurances he had re¬ 
peatedly given to the nation, suddenly 
clamped down a wage-price freeze as the 
first step towards an elaborate system of 
controls. And without any prior con¬ 
sultation even with the major trading 
partners, he arrogated to himself the 
right to impose a 10 per cent across-the- 
board surcharge on all imports. 'I'hus 
GATT was, in cfFccl, gutted by a major 
signatory. Together, they ushered in an 
era of disorder and disruption, which 
has grown worse with (he passage of lime 
and with no end yel in sighl. 

Unwarranted Overreaction 

The drastic actions taken by Mr Nixon 
were a glaring example of overreaclion, 
unwarranted by the circumstances that 
prevailed at that time. Worse still, 
hastily introduced, they wore cynically 
used. Their prtmaiy purpose was not to 
cure economic ills, but to serve a purely 
Apolitical end—to ensure his reelcction. 
ll' ' 

gpoNcwisr 


This was quite evident from what trans¬ 
pired next. 

Only weeks after putting the economy 
under a freeze Mr Nixon, while on flight 
to his West Coast “White House”, startl¬ 
ed the nation with the announcement that 
the freeze would not last beyond three 
months. There was no suggestion of what 
was to follow, nor of any hint that he had 
given much thought to it. Then came the 
so-called Phase Two of this dreary drama 
—^an improvised, loophole-ridden plan for 
wage-price control was hurriedly put into 
effect. But it was short-lived. Later in the 
year, as the Presidential campaign heated 
up, Mr Nixon, in typical chameleon¬ 
like fashion, declared that, if reelected, 
he would lifi ihe controls at the earliest 
opportunity. He could thus stake a 
double da-m to the status of a hero — 
first, for the courageous act of imposing 
the freeze and controls, and then, when 
a disillusioned public began to groan 
under the burden, for an equally coura¬ 
geous commitment that, once reelected, 
he would make a clean sweep of controls 
within six months. 

Playing Fast and Loose 

This was of course playing fast and 
loose with a giant economy, for which 
the nation paid a heavy price. But from 
Mr Nixon’s on angle, the freeze-control 
game plan paid off handsomely. It 
effectively defused the economic issue; 
and coupled with Henry Kissinger’s 
“Peace is at hand” declaration on Viet¬ 
nam war, it gave him a landslide victory. 
But as fate would have it, he could not 
enjoy the fruits of the victory he had won 
with so mudi finesse and cunning. He 
stlumblcd unwarily at the Watergate 
where he met his nemesis. However, that 
is a different matter. 

Within a few months of his re-election 
the apparatus of wage-price controls was 
dismantled. There remained, however, 
a con.spicuous exception: the control 
over the oil price was retained, mainly in 
the interest of the north-eastern States 
which arc heavily dependent on imported 



oil, an ill-fated decision that became a 
prolfiic source of trouble and dogged the 
US economy remorselessly for the rest of 
the decade. Altogether, Mr Nixon gave 
a persuasive demonstration of how not to 
operate wage-price controls or to regulate 
an industrial economy in a democratic 
society. By undermining the strengths 
of a free-market economy without book¬ 
ing the benefits of a sound and effectively 
enforced system of wage-price controls, 
he actually made the worst of both th^ 
worlds. All that he achieved was to give 
the very idea of control or regulation a 
bad name, something to be eschewed at 
all cost. 

Desperate Situation 

How desperate was the situation in 1971 
that led to such drastic action ? The un¬ 
employment was six per cent, which was 
considered intolerably high since the “full 
employment” goal as laid down in 194S 
was still only four per cent. And inflation 
had soared to a flve per cent annual rate, 
which alarmed and unnerved a lot of 
people, including the key policymakers in i 
Washington. If remedy was ever worse'^ 
than the disease, it was certainly so in 
this case. The freezc-control-and-decon- 
trol debacle along with the unhinged 
dollar propelled the rate of inflation to 
double-digit levels and about halved the 
value of the dollar, while the jobless rate 
has fluctuated in a range much above the 
Augu$t-1971 level, not to mention their 
fallout effects, or the negative multipliers, 
that arc writ large over the decade. 

To be more specific, consumer prices 
rose 12.3 per cent in 1979 and 13.5 per 
cent in 1980, The first half of 1981 saw 
some deceleration, due largely to an oil 
glut and relatively stable gasoline prices. 
Even then, for the six months the CPI 
rose 9.6 per cent and there is no gua¬ 
rantee that it will not shoot up again, 
especially when the economy reverses its,* 
current dowdown trend. As for employ** 
ment, the number of jobs has gone up 
sharply over the last decade, to about 100 
million, as the economy tried to cope 



with the rising tide of new entrants into 
the job market—the post-war *^baby crop” 
maturing into adulthood and ^'liberated’’ 
women eagerly seeking office jobs. But 
the goal of full employment, as defined 
earlier, proved more elusive than ever. 
In the mid-Seventies, during the deepest 
post-war recession, the jobless rate soared 
to a peak of over eight per cent: it then 
dropped briefly to 5-6 per cent range, 
but backed up again. This year it has 
remained rather steady—around seven 
per cent. 

Litany of Woes 

The litany of woes caused by the float¬ 
ing dollar has been long and tragic. Its 
handling has been amazingly clumsy, wil- 
. ful and myopic. Its roller-coaster be¬ 
haviour with periodic sinking spells has 
caused enormous dislocations m the US 
and in the world economy, and has fed 
the forces of inflation. This year it has 
recovered some of the ground it lost 
against other major currencies and has 
appreciated by 20-25 per cent against the 
yen and the D-maik. Even then, its pre¬ 
sent exchange value is only about one- 
half or slightly more compared with what 
it was a decade ago. Not only that: to¬ 
day's dollar is artificially bolstered by an 
oppressively high rate of interest. Until 
A a decade ago the prime rate used to be 
^^four per cent to six per cent; since Decem¬ 
ber last it has been stuck around 20 per 
cent after reaching an all-time peak of 
21.5 per cent and with a temporary dip 
to 17-18 per cent area in May-June. Here, 
then, is the ultimate anomaly: The float¬ 
ing dollar is being defended with absurdly 
high interest rates which are having a 
devastating effect in the USA, more so 
in West Europe, and, above all, on the 
fragile economies of the developing 
nations. 

The roots of the trouble go back to the 
early 60s. By then it was already clear to 
alert observers that the US dollar had be¬ 
come an overvalued currency, though not 
any fault of its own. After World War If 
virtually all currencies had been through 
their baptism of fire and often prodded by 
l^hc IMF, had devalued them in varying 
degrees. As a result the dollar, though 
treated as good as gold, was thrown out 
of alignment. I remember some animated 


discussions I had at that time with know¬ 
ledgeable people in New York because of 
my long-standing interest in international 
financial matters since the Thirties, which 
incidentally, was a turbulent period and 
closely resembles much of what is happen¬ 
ing today. The case 1 then made was for 
a modest devaluation of the dollar, some¬ 
where around 20 to 25 per cent, before it 
was too late in order to forestall more 
drastic action at a latter date. The reason¬ 
ing was accepted, but not the conclusion. 
Devalue the almighty dollar ? It was an 
unthinkable thought. The world mu^t 
adjust itself to the dollar, whatever might 
be its value, and not the other way round. 
This was the prevailing sentiment then, 
and it continued right through the Sixties. 

West German Miracle 

When, for example, West Geimany 
staged an economic miracle and piled up 
large trade surpluses, it was virtually 
forced to upvalue its currency. A nation 
well-managing its economy was penalised 
for its above-average performance ! How¬ 
ever, soon Germany disclosed that, con¬ 
trary to text book theories and its own 
earlier premonitions, the penaltv was a 
blessing in disguise. A higher-valued 
national currency cheapened the imports, 
attracted floating capital, reduced the 
value of dollar assets, and, on balance, 
helped rather than hinder its economy. 

The first serious warnings about the 
dollar came from President de Gaulle. 
As the USA’s balance of payments conti¬ 
nued to be heavily in deficit, year after 
year, he charged that it was defaulting 
on its reserve-cun cncy obligations inflat¬ 
ing the world economy and making 
others vicariously finance the Vietnam 
war. The criticism was harsh, but well- 
founded. To rescue the Bretton Woods 
syetem he suggested at one stage that the 
official price of gold be doubled—from 
S 35 to $ 70 an ounce. The USA refused 
outright to give any thought to it because 
it would, among other things, mean a 
bonanza for South Africa and—another 
unthinkable thought—for Soviet Russia. 
So, in a pique and registering his vote of 
no-confidence in America’s monetary 
management, dc Gaulle decided to trans¬ 
fer France’s gold holdings physically from 
New York to Paris. 


A stitch in time would have saved tnoie 
than nine; it would have saved the 
Bretton Woods order with some adjust* ' 
ments. But that was not to be. Even in 
August, 1971 when the dollar’s converti¬ 
bility into gold was suspended, there was 
a lingering ray of hope that the link 
might be jestored after a suitable interval* 
But the hope was dashed and after a few 
months the dollar's tics to gold were 
formally severed. The baby was thrown 
out with the bath-water. 

It IS odd to reflect how quickly the US 
attitude swung from one extreme to the 
other. Having rigidly upheld—and glori* 
ficd—the gold-backed dollar for years, it 
now hailed the dumping of the Bretton 
Woods cliartcr as good riddance, and 
embraced a free-floating dollar as essen- 
li.il for ciiiing economic ills. The anxious 
Icadeis of the industrial nations met with 
Ml Nixon at a hastily convened meeting 
in Washington to work out some formula 
in order to hold currency fluctuations 
within a reasonably narrow band. The out¬ 
come was the so-called Smithsonian Agree¬ 
ment. It was greeted with a sigh of relief, 
and hopes ran high that, thanks to the 
joint action it contemplated, the floating 
exchange rales would not behave too 
eriactically. But that agreement, too, was 
jettisoned before long. By then, it became 
abundantly clear that the United States 
was determined to manage its own cur¬ 
rency mi/aterally to suit its own needs, 
real or fancied. 

Hardened Attitude 

This attitude, if anything hardened 
further once the price of oil, spearheaded 
by Shah of Iran, was quadrupled in 
the waning days of 1973, and the world 
began to be flooded with petrodollars. A 
thesis glibly propagated since then is that 
only a floating dollar could have coped 
with that flood: that the OPEC blow • 
would in any case have ended the golden 
era of Bretton Woods, Plausible as it 
may .sound, it is, in effect, an ex post fketo 
rationalisation of the events as they un¬ 
folded in the Seventies. 

It is now an established fact that the 
Shah of Iran, in rocketing the oil priiie, 
acted neither abruptly nor singlehandedly, 
but did so with the full blessings of Pre^ 
sident Nixon and with Henry Kissinger ^ 
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iStifCting as his high-powered emissary. The 
floating dollar gave them a golden oppor- 
' tnnity; under the old monetary order they 
could never have dared such a disruptive 
move. Moreover, the eroding dollar gave 
the Shah and OPEC at least a semblance 
of justification for hiking the oil price in 
stages to protect the purchasing power of 
the dollars they obtain for a barrel of 
oil. 

Nor should it have been beyond the 
wit of the industrial leaders of the West 
to design an efTective plan to deal with 
OPEC surpluses while moderating ex¬ 
change rate fluctuations. This was the 
primary objective of the first Economic 
Summit which met at Rambouillet, France 
in 1974. But the lure of the billions of 
petrodollars was too strong for the US 
banks to resist. They were bent on hand¬ 
ling them within the “free market” system 
and were, accordingly, given a free hand. 

Speculators’ Paradise 

And finally, the floating dollar coupled 
with the mountain a liquid funds, mostly 
Eurodollars, opened up a vast new para¬ 
dise for speculators who, in this case, 
embraced above all multinational banks 
and other mammoth corporations. They 
systematically set up sophisticated depart¬ 
ments equipped with computers and 
manned by highly-paid currency experts 
to monitor the exchange markets and to 
carry out operations on an unprecedented 
scale and soon they developed an over¬ 
whelming stake in the new international 
monetary disorder. They have pcnodical- 
: ly set up waves of buying and selling of 
dollar^ and other currencies, which have 
convulsed the world money markets. 

Meanwhile, the ofhcial attitude towards 
the fluctuating dollar has itself undergone 
some curious fluctuations. John B. 
Connally, while serving as Treasury 
Secretary in the Nixon administration, 
bluntly told the Western allies that main¬ 
taining the dollar's value was (heir busi- 
nessy not the USA’s His successor 
Oeorge P. Schultz openly stated at one 
stage that he wanted the dollar to depie- 
ciate more than it had done In oider to 
help US exports. There was also a phase 
of so-called **bcnign neglect” when the 
^ dollar seemed to slide steadily without 
,finding a bottom, the head of the Swiss 



Central Bank angrily charged that the 
neglect was ‘^malignant”. W. Michael 
Blumenthal, as Treasury Secretary in the 
Carter administration^ publicity expressed 
his elation as the yen appreciated against 
the dollar, and thereby triggered a new 
wave of dollar-dumping. He was counting 
on a cheaper dollar to stem the tide of 
imports from Japan, to stimulate US ex¬ 
ports, to improve the balance of trade 
and thereby help pay the swelling oil 
import bill. 

It was not until the Carter administra¬ 
tion was almost half-way though its four- 
year team that the realisation dawned 
about the damage a weak dollar was 
doing to the USA’s own economy, how 
the sinking dollar had become an engine 
of inflation. Then came a series of jolts, 
or Carter Shokku—in November 1978, 
July and October 1979, and March 1980 
respectively. All of them brought discount 
rate hikes with a tightening of the mone¬ 
tary screw. All aimed at protecting the 
dollar. But the problem v as already too 
intractable to be subdued by such 
measures. 

Those who cheerfully wrote the epitaph 
to the Bretton Woods system would do 
well to ponder the remarks made by 
President Lyndon B. Johnson in 1968, just 
three years prior to the Nixon coup of 
August 1971, at the annual meeting of the 
IMF and the Woild Bank. This is what 
he said : 

“The institutions that we created at 
Bretton Woods and the cooperation we 
built on these institutions led to the 
highest sustained rate of growth in the 
history of the woild. Total world income 
today IS S 2.5 trillion. 

“So by working together—in monetary 


policy, in economic policy, in develop¬ 
ment policy -we can realistically hope to 
increase world output by five per cent a 
year over the next decade. This is what \ 
we averaged over the past six years. ^ 

“If we fail to strengthen our inter¬ 
national financial institutions—if we stand 
still or if we falter in our eifort to en¬ 
courage economic development among 
the poor nations-, total world income will 
grow by far less.” 

Despite all the boastful talk about the 
floating dollar, there is a growing nostal¬ 
gia for the good old days. A gold com¬ 
mission has been appointed which is 
expected to report next fall. The “supply- 
siders” are advocating openly, some even 
clamorously, an early restoration of 8 
gold link for the dollar. Mr Reagan, too, 
leans, with a vague but strong yearning, 
in the same direction. Thus, it seems 
that the USA is ideologically coming al¬ 
most full circle after ten years of aimless 
wandering. 

Repairing the past damage will, how¬ 
ever, not be easy. Moreover, the portents 
at the moment are far from reassuring, 
largely because of some formidable road¬ 
blocks. President Reagan has. almost 
thoughtlessly, set up for himself—by 
slashing individual taxes at a wrong time, 
pushing budget deficits sky-high, shackl¬ 
ing the Federal Reserve with monetarism, J 
banning Fed intervention in the currenc^ 
market in support of the dollar except in 
grave emergencies, insisting on a big leap 
in military spending, and keeping the 
interest rates far too high much too long. 
The stage has, indeed, been well set for 
future turbulence. And not too far down 
the road one can confidently counton 
some convulsive Reagan Shokku. 
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The All-Union Association*'Selkhoz- 
promexport*' designs and supplies 
complete sets of equipment, 
technological lines, aggregates and 
machines for construction of hydro- 
engineering and irrigation installations, 
agricultural projects, silos, flour mills, 
plants for processing agricultural 
products, lumber and wood working 
enterprises. 


V/0 ''$elkhozpromexport" under 
takes the following services 
—consultancy and enginaerino; 
—erection and commissioning: 
—assistance in maintenance; 
—training of personnel; 

—selling of licences and 'know¬ 
how*. 


Pl$as0 address ail enqutries to 



yfo SutxhoMproMiwxpwri 

18/1. Ovchinnikovskaya Nab., Moscow. 113324. USSR 
Cables; Salkhozpromexport MOSCOW 
Telex : 411933 Telephone : 220-16<92 


Tha Offia* ar H** Ceunaallor for Eeonomlo Affaire. USSR Embassv. New Delhi. Telephone*: 897004,897007 
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Economic Analysis 


Lags in Groundnut Cultivation 

Shanti Sarup and S. C. Rai 


; Oroundnut is the most important 
oilseed crop in India, ranking first 
both in acreage and production (45 
per cent and 65 per cent, respectively). 
It is an excellent source of vegetable 
oil (44«50 per cent) for cooking and 
manufacture of soap and toilet re¬ 
quisites. In addition, large quantities 
of the crop are consumed as roasted 
kernel. The groundnut seeds provide 
sufficient protein and vitamins. The 
residual oilcake serves as a soil 
nutrient for crop production as well 
as a cattle feed India, which used to 
be a major exporter of both oilseeds 
and oils, has become a net importer 
in recent years. Imports cause a 
heavy drain of Rs 850 crores annually 
OB the country's foreign exchange 
reserves. 

This situation has arisen mainly 
because the growth in demand has out 
stripped the growth in supply. The 
production record of oilseeds in recent 
years has been unsatisfactory because 
the area under them, particularly 
groundnut, has shown a tendency to 
decline. 

Realising the economic importance 
of oilseeds in our total agricultural 
output and also keeping in view the 
steadily increasing gap between demand 
and production, the Government of 
India initiated several intensive oilseed 
development programmes at the 
national level during the Foui th Plan 
period to increase the area under oil¬ 
seeds and to achieve higher pioducti- 
vity through adoption of better 
technology. This article attempts to 
examine Uie trends and variability in 
area» production and productivity of 
groiudnut crop in different States of 


the country during the period 1968-1978 
and also envisages to study the factors 
hindering the development of this 
crop. 

The study was undertaken in all the 
important groundnut-growing States, 
covering the period 1968-69 to 1978-79. 
The relevant statistics on area, pro¬ 


duction and productivity were obtain¬ 
ed from the various publications of the 
Directorate of Economics and Statis¬ 
tics, Ministry of Agriculture. The 
growth rates for each State as well as 
for all-India were calculated by least 
square fitting of the exponential 
function Y=AB*. This function often 


Tabie 1 

Compound Growth Rates (bi Percentages) of Area, Production and Productivity 

of Groundnut: 1968-1978 


State 

Area 

Production 

Productivity 

Andhra Pradesh 

—1.17 

0.82 

0.92 


(JOQ 

(1.54) 

(1 26) 

Gujarat 

0.89 

6 38* 

5.45* 


(0.93) 

(2.46) 

(2 39) 

Madhya Pradesh 

069 

0.75 

0 06 


(0.86) 

(1.36) 

(1.33) 

Maharashtra 

- 091 

—0.08 

0.84 


(1.04) 

(1.85) 

(1.75) 

Karnataka 

1.56 

0.66 

- 0.49 


(0.93) 

(1.49) 

(1.27) 

Kerala 

4.74** 

0.75 

- 3 82** 


(1.12) 

(1.34) 

(1.16) 

Orissa 

6.52** 

6.98** 

0.43 


(0.99) 

(1.40) 

(1.08) 

Punjab 

3.65** 

—3.57** 

0.08 


(0.92) 

(1.06) 

(0.85) 

Rajasthan 

2.63 

9.35** 

6.54** 


(1.28) 

(1.47) 

(1.70) 

Tamil Nadu 

—0 22 

1.16 

1.43 


(0 90) 

(1.27) 

(1.09) 

Uttar Pradesh 

0.40 

—0.50 

- 0.94 


(1.02) 

(1.45) 

(1.25) 

All-India 

0.14 

2.05 

1.91 


(0.51) 

(1.19) 

(I.H) 

Note: "'Means significance at 5 per cent level. 

**Means significance at 1 per ' 


cent level. 

Standard errors, arc given in parentheses. 
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proves to be a good fit for trend in a 
time series data. It represents a uni¬ 
form rate of change per unit of time. 
This is a long linear function with 
independent variable “t” as time and 


Table II 

Coefficient of Variation of Area, Production and Productivity of Groundnut 

During 1968-1978 


I 


dependent variable as index 

(base year 1968-69 as 100) of area, 

State 

Area 

Production 

Productivity 

Andhra Pradesh 

11.7 

20.1 

14.3 

production and productivity, respecti¬ 

vely. TTie compound rate of growth 

Gujarat 

8.6 

42.2 

40.8 

in percentage is given as (B—I)xl00, 

Madhya Pradesh 

7.3 

17.8 

16.7 

The growth rates, thus, computed are 

Maharashtra 

10.7 

23.3 

20.6 

presented in Table I. 

Karnataka 

9.2 

19.0 

13.6 

Variability in acreage, production 

Kerala 

21.0 

18.6 

20.5 

and productivity was estimated by 

Orissa 

22.9 

27.9 

10.1 

computing the variability coefficients 

Punjab 

13.4 

16.2 

6.9 

using the following expressions; 

Rajasthan 

18.5 

29 1 

23.4 

Coefficient Standard Deviation 

Tamil Nadu 

7.9 

15.4 

10.5 

of Variation --X100 

Uttar Pradesh 

10.3 

19.8 

15.1 

(CV) Mean 

All-India 

2.6 

1.3.9 

12.5 


Jhe results, thus, computed are 
presented in Table II. 

To study the behaviour of wide 
fluctuations in area, productivity and 
production of the crop, the number 
of peak and trough points are estimat¬ 
ed and presented in Table III. 

The main groundnut growing States 
are Gujarat, Andhra Pradesh, Tamil 
Nadu, Karnataka, Maharashtra and 
Madhya Pradesh. Together, they 
account for about 90 per cent of 
the crop. Uttar Pradesh, Rajasthan, 
Punjab, O.issa and Kerala account 
for most of the balance 10 per 
cent. The crop is predominantly a 
dry crop grown largley in the kharif 
season in rainfall areas of500-750 mm. 

The production of a crop can be 
increased either by expanding the 
area under it or improving producti¬ 
vity, or both over a period. But 
Table I reveals that at the all-lndia 
level, the groundnut crop has not 
recorded any significant growth rate 
in any of these components viz, area 
(0.14 per cent), productivity (1.91 per 
cent) and production (2.05 per cent) 
duritig the period 1968-78. It is, 
however, observed from Table I that 
the States of Kerala and Orissa have 
shown highly significant positive 
growth rates in area during this period, 
whereas Punjab has indicated a 
highly significant negative growth 


rate. The other States have not re¬ 
gistered any significant growth rate in 
area. 

The growth rates of production are 
highly significant in the States of 
Gujarat, Orissa and Rajasthan towards 
the positive direction whereas Punjab 
has indicated a highly negative growth 
rate, implying that there is a declining 
trend in the pi eduction of groundnut 
crop in this State. The performance 
of other Stales, in respect of production 
IS almost static during this period. 
Productivity in the States of Gujarat 
and Rajasthan has shown significant 
increase, whereas it has shown a signi¬ 
ficant declining trend in Kerala. In 
the remaining States it is not signifi¬ 
cant. 

The result', presented in Table I 
further suggest that the significant 
positive growth rate of production of 
groundnut in the States of Gujarat and 
Rajasthan is mainly due to the signifi¬ 
cant improvement in productivity, 
while in Orissa, it is mainly due to 
the expansion of area under the crop. 
In Punjab, declining trend in produc¬ 
tion has been mainly due to the 
shifting of the area under groundnut 
to paddy and some other crops such 
as maize. 

To visualise the pattern of produc¬ 


tion of groundnut crop during the last 
eleven years, studies on the variability 
of area, productivity and production 
have also been made during this 
period. The coefificient of variation 
for different States has been presented 
in Table II. 

Table II reveals that the variability 
in area is quite high (more than 15 per 
cent in the States of Kerala, Orissa, 
Punjab and Rajasthan. In other States 
variation in area from year to year is 
not very high and the coefficient of 
variation is about 10 per cent. On the 
all-India level, there is not much varia¬ 
tion in area, the coefficient of variation 
being 2.6 per cent only. In the case of 
production, variability from year to 
>cai is quite laige in almost all the 
Slates. The coeflicicnt of variation for 
production is observed to be about 42 
per cent in Gujarat and 50 per cent in 
each of the States of Orissa and 
Rajasthan. This indicates that there 
have been wild fluctuations in the 
production of the groundnut crop in 
above three States. The variability in 
production from year to year in other 
States is also of the order of about 20 
per cent. 

The variability in productivity in the 
important groundnut growing States of 
Gujarat, Maharashtra and Rajasthan 
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also has been very high, i.e. about 
41,21,23 per cent respectively. The 
variability in other Slates ranges bet¬ 
ween seven and 17 per cent. At the all 
India level, it is observed to be quite 
high in the case of both productivity 
and production. It is of the order of 
about 12.5 per cent for productivity 
and about 14 per cent for production, 
implying that the wide fluctuations in 
the total production in this period 
have mostly occured due to the vary- 
ing productivity levels in different 
years, depending upon weather aber¬ 
rations. The area under the crop, 
however, has not indicated much vari¬ 
ability from year to year. 

The pattern of variability in area, 
production and yield rates is further 
studied by its range, number of peak 
and trough points m each State. The 
increasing number of peak and trough 
points in a given time senes will ap¬ 
proximately indicate the extent of 
instability during the period. Table Ilf 
gives the range limits of area, producti¬ 
vity and production along with the 
number of peak and trough points for 
different States. 

It may be seen from Tabic 111 that 


at all-India level, the area under the 
crop has varied from about 7.0 to 7.6 
million hectares during the period of 
eleven years, indicating about 8 per 
cent variation between the extreme 
values. There were two peak and two 
troughs during this period. From 
the point of view of spread of area 
under the crop, Gujarat is the most 
important State. The variation in 
area in this State is observed to be 
from 1.49 to 2.04 million hectares, 
indicating about 37 per cent rise. 
There is one peak and two troughs 
during the period. The next important 
state IS Andhra Piadesh where area 
ranges from 105 to 1.52 million 
hectares, indicating about 45 per cent 
rise There arc two peaks and two 
troughs during the period. The State 
of Karnataka has experienced three 
peaks and three ttoughs with variation 
of area from 0 72 to 0.99 million 
hectares. The ciop acreage is quite 
unstable in this State. There were 
three peaks and three troughs in the 
State of Maharashtra. The variation 
in area here was from 0.67 to 0.95 
million hectares The State of Tamil 
Nadu has experienced two peaks and 
two troughs with variation in area from 


0.88 to 1.14 million hectares. The 
remaining States are not important 
from area point of view. 

The variability in production is of 
higher order as compared to area 
variability. At the all-India lavel, 
there were three peaks nnd three 
troughs during the period under 
study with minimum and maximum 
production at 4.1 and 6.4 million 
tonnes, respectively. The States of 
Gujarat and Tamil Nadu had ex¬ 
perienced three peaks and three 
troughs. The variation in production 
is observed to be quite high in Gujarat 
where the production vanes from 0.35 
to 2.03 million tonnes. In the case of 
Tamil Nadu, vaiiation has been in the 
range of 0.78 to 1.27 million tonnes. 
The States of Andhra Piadesh, 
Karnataka, Rajasthan and Uttar 
Pradesh also experienced two peaks 
and two troughs with very high varia¬ 
tion in the range of production. 

The variation in productivity is also 
observed to be very high At the 
all-India lavel, there were three peaks 
and three troughs. The States of 
Punjab and Uttar Pradesh had indi¬ 
cated four peaks and four troughs 
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and four peaks and three troughs, 
respectively. Tamil Nadu has ex¬ 
perienced three peaks and two troughs, 
whereas Gujarat has got three peaks 
and three troughs. All the States 
have experienced at least two peaks 
and two troughs during the 11 year 
period. There is also very high vari¬ 
ability in the range of productivity in 
all the remaining States. While examin¬ 
ing the causes for such larger amplitude 
of variations, it is observed that the 
crop sulTered more in terms of decline 
in production and productivity during 
the years 1972-73. 1974-75 and 1976-77 
when the monsoon was unfavourable 
for the growth of the crop in most of 
the States. This indicates that the 
crop is highly dependent upon the 
pej;formance of the monsoon, since 93 
per cent of the area under groundnut 
is still dry in the country. This suggest 
that the crop is highly vaiiable 
and technological improvement in 
productivity has to be made by giving 
due weightage to uncertain weather 
factor. 

It is, thus, evident that the high 
variability in production has occurred 
mostly due to the wild fluctuations in 
productivity, implying that the pro¬ 
duction of the crop can only be 
stabilised by improving its producti¬ 
vity. Increase in area under irrigated 
condition is necessary not only for 
introducing stability in groundnut 
production but also for improving 
productivity. There is ample evidence 
that irrigated groundnut yields are 
twice as much as those from the crops 
raised under rain-fed conditions. 

The following broad conclusions 
emerge from the above analysis: 

The area under groundnut has shown 
an increasing tendency in recent years 
in the State of Orissa, Rajasthan, 
Karnataka and Madhya Pradesh. In 
the dominating groundnut States of 
Gujarat and Andhra Pradesh, it has 
exhibited a downward trend. The 
area in other States has pratically 
remained constant. In order to attain 


the desired production level, it is 
extremely essential that the area under 
the crop should not be allowed to 
decrease in the States of Andhra 
Pradesh and Gujarat. Rather incentives 
mny be given for increasing the area 
under the crop. 

(if) It has been observed that 
increase in groundnut production is 
primarily due to improvement in 
productivity. The States of Gujarat, 
Tamil Nadu and Rajasthan have 
exhibited an increasing trend but the 
other important States like Karnataka 
and Uttar Piadesh have shown a 
declining trend. Productivity in the 
remaining States has remained static. 

(ill) The aiea, production and 
productivity of the crop are charac¬ 
terised by violent annual fluctuations 
with few exceptions. Thus there is 
no specific trend observed in respect 
of area, production and productivity 
of groundnut ciop in the country. 

(iv) To introduce stability in 


groundnut production and to improve 
the productivity of the crop, there is a 
need to encourage scientific cultiva¬ 
tion. The possibility of extension of 
cultivation of groundnut under irri¬ 
gated conditions need to be explored 
and favourable public policies with 
regard to assured marketing at 
renumerative prices ought to be 
adopted as a strategy. 
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in the Nation 


New Oil Find 


Thb discovbry of oil in a new structure 
35 kms. east of Bombay High augurs 
well for the fulfilment of the objective 
of the Oil and Natural Gas Commission 
of finding 700 million tonnes additional 
in-place geological hydrocarbons (oil and 
oil equivalent of gas) during the current, 
Sixth Plan period. If the aim is attained, 
165 million tonnes of recoverable oil 
reserves will be added to theONGC*s 
present resources of 328 million tonnes 
in its off-shore concessions and 102 
million tonnes in the on-shorc areas. 
The estimate of the current 328 million 
tonnes off-shore reserves in the Bombay 
High and adjacent structures, of course, 
is based on primary recovery. The 
secondary recovery methods will enhance 
diem further. 

Promising Discovory 

Production tests of the very first well 
drilled in the new structure, spreading 
over 80 sq. kms., which was delineated 
by the ONOC a couple of years ago, has 
yielded an oil flow, without acidisation, 
to the extent of 1030 barrel a day thiough 
a half-inch choke. This means that this 
well alone can yield over 50,000 tonnes 
of oil per annum. With acidisation the 
flow will improve. Oil has been struck 
at a depth of 75 metres. 

The full potential of the new discovery, 
however, can be determined only when 
some more wells arc dulled. It is pro¬ 
posed to expedite this programme so 
that an estimate of the available reserves 
can be had without much loss of time. 
Significantly enough, the discovery has 
been made in the paleogene carbonate 
reservoir, which is similar to that of 
Bombay High. 

Should this structure, named B-57, 
be developed even though partially by 
1984-85, the indigenous output of oil 
from off-shore areas can be stepped up 
I beyond the presently programmed level 
I of 19.12 million tonnes. With at least 
II million tonnes to be available from 
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the currently known on-shore areas in 
Gujarat and Upper Assam, there is every 
possibility of oil supplies from the 
domestic resources going up to beyond 
30 million. 

The new discovery should warrant 
expeditious decisions on the setting up of 
the two new grassroot refineries, one in 
North India and the other in the South, 
besides on the expansions of some of the 
existing units. A rapid expansion in the 
refining capacity obviously is called for 
in the interest of becoming fully self- 
reliant in regard to refined products. 
The Mathura Refinery, which is 
expected to go on stream in the next 
few weeks, will raise the refining capacity 
by March next year to 37.8 million 
tonnes. Another about half a million 
tonnes capacity will accrue from the 
secondary processing facilities that arc 
being put up at the Koyali and Cochin 
refineries. So by the end of the current 
Plan period, the country will have refining 
capacity of the order of about 38.3 
million tonnes. This will fall short of 
the estimated then requirements of ap¬ 
proximately 42.8 million tonnes of refined 
products. To have this level of output 
of products, the refining capacity required 
will be at least around 46 million tonnes. 


The major thrust of ONQC^s explora¬ 
tion programme during the current Plan 
period is to be in the off-shore areas 
which do not propose time-consuming 
logistic problems. The off-shore areas 
where the ONGC is conoentmting include 
the basins of Krishna, Godavari and 
Cauvery in the South, the Kutch area off 
the Western coast and the areas around 
the Andaman Islands where gas was^ 
struck recently. On-shorc, the major 
endeavour will be in Rajasthan, the 
Cambay basin, North-West Himalayas, 
Eastern India and the area around the 
Ganges delta. New strategies are being 
adopted in some of these areas —search 
for sand bodies in the extensions of 
ancient deltas under the sea as in West 
Bengal; exploration in the older rocks 
of Mesozoic age in Tamil Nadu and 
Rajasthan; and deeper drilh'ng elsewhere. 
Exploration in the Mabanadi basin, 
off-shore as well as on-shore, is being 
done by Oil India, the other oil explora¬ 
tion and production agency in the 
country, which will be soon fully owned^ 
by the Government of India after the n 
acquisition of Burmah Oil Company's 
50 per cent share in it. Oil India may 
as well extend its exploration efforts on¬ 
shore to the Jaiselmer area in Rajasthan. 


-- 

More Oil Discovered 

Subsequent to the announcement of the discovery of the B-S? oil-bearing 
structure off the west coast, the Union Minister for Petroleum, Mr P.C. 
Sethi has revealed that oil has also been struck recently in some more areas 
in Assam, Nagaland, Gujarat and Tripura. These oil finds, of course, are 
relatively small. What is heartening about this on-shore development is that 
Tripura too has emerged as a prospective source of oil. Hitherto only gas 
had been found here. 

The oil flow from the tested well in the B-57 structure is claimed to 
have been improved to 2,300 barrels a day through acidisation. This implies 
that the B-57 structure is quite a promising one. 
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Hitherto, its activities have been confined 
to Upper Assam and Arunachal Pradesh. 

The decisions on the oi&rs received 
^ from foreign exidorers for search for oil, 
both ofir-shore and on-shore, in the blocks 
thrown open to them are expected to be 
taken in the next ftw days. 


Too Clever by Half 


Practice and expertise need not alv^ays 
be positively related; they can have an 
inverse relationship too. For proof, 
turn to the Finance Minister's statements 
*^on industrial growth. The more he 
juggles with statistics, the less proficient 
be becomes and in the end runs the risk 
of losing credibility altogether. 

He said last week that industrial 
growth (in Apnl-June 1981) at 11.1 per 
cent was the highest in the ^'recent past**. 
But of course it was. He forget to 
mention one thing, though—that indus¬ 
trial production inApril-June 1980 was 
(—) 2.4 per cent. And he also forget to 
mention that in April-June 1979 it had 
not grown at all compared to April-June 
1978. 

Look at the indices in the table bellow. 
If the **recent-past** can be taken to mean 
that during the last four years, there 
has been virtually no improvement. 
From 144 6 in 1978-79 the index has 
crept up to 156.8 in 1981-82 giving an 
increase of 8.2 per cent over 1978-79. 
In other words we get an average of a 
little over two per cent, which is nothing 
to boast about. In fact, it should be a 
matter for grave concern. 

Index of Industrial Production for the 
First Quarter (April-June) 


% change over 
previous year 


1975-76 

110.4 


1976-77 

128.9 

16.8 

1977-78 

134.1 

4.0 

1978-79 

144.6 

7.8 

1979-80 

144.6 

No change 

^7980-81 

141.1 

—2.4 

1981-82 

lS6.8(p) 

11.1 


So much then for comparative figures. 
They do not really project the kind of 


optimistic picture that the Finance Minis¬ 
ter would have us see. The medium term 
outlook continues to look dismal. What 
is In fact happening is that the economy 
is coming out of a slump. This was 
bound to happen anyway after the good 
monsoon of 1980 which followed the 
breakdown of 1979-80. The real trouble, 
however, is that the economy is not 
recovering as rapidly as it should. 

Nevertheless, since some growth is 
better than no growth, it is instructive to 
examine the sectoral figures. 

Bank Induntrinn 

Six infrastructure industries namely 
electricity, coal, saleable steel, petroleum 
refinery products, crude petroleum and 
cement which account fora combined 
weight of about 23 per cent in the general 
index of industrial production have 
shown an overall increase of 22.8 per 
cent in June 1981 over June 1980 on the 
basis of provisional production data. 
The rise ranges between 12.2 per cent in 
coal and nearly 69 per cent in crude 
petroleum. During the first quarter of the 
current financial year, i.e. April-June 1981, 
the average percentage rise in the pro¬ 
duction of these industries put together 
was 20.1 per cent over the corresponding 
period a year ago. The increase has been 

7.8 per cent in the case of coal, 19 per 
cent in cement and electricity, 21 per 
cent in petroleum refinery products and 

63.8 per cent in crude petroleum. Re¬ 
cently, the Government has increased the 
target for coal and is likely to increase 
the target for steel. 

One hundred and three selected 
DOTD industries recorded a growth of 
13.6 per cent in May this year over the 
same month last year. The growth in 
the index for such industries during 
April and May worked out to 13.4 per 
cent. Almost all the sectors reported a 
better performance and positive growth 
in production during these two months 
over the same period last year. 

The number of industries recording a 
growth of more than 25 per cent during 
April and May 1981 and 32 with a total 
weight of 9.74 (about 25 per cent of 
DOTD industries weightwise). 

Some industries recorded a growth bet¬ 
ween 10 and 25 per cent and their weight 


was 12.81. Thirtytwo industries sridi 
a weight of 10.62 recorded a positive ^ 
growth up to 10 per cent during April 
and May. While 32 industries with a 
combined weight of 6.53 registered a 
negative growth. 

The sectors recording significant 
growth during April and May 1981 were 
manufacture of chemicals and chemical 
products (19.4 per cent), non-metalUc 
mineral products (26.0 per centX basic 
metals (4 0 per cent), industrial machinery 
(19.3 per cent), transport equipment 
(32.1 per cent), paper and paper products 
(14.2 per cent), metal products (16.7 per 
cent) and tobacco manufacture (17.2 
per cent). 

Certain sectors recording moderate 
growth during the two months were: 
leather footwear (4.7 per cent), rubb« 
products (2.6 per cent), and electrical 
equipment and appliances (1.5 per cmt). 


Joint Ventures 
Abroad 


Tne Indian joint ventures abroad, 
indeed, have started multiplying fairly 
fast. By the end of 1980, about 400 
such ventures had been accorded appro¬ 
val by the Government. Of these, 115 
had gone into production and 92 were 
in various stages of implementation. 

The pace of implementation of these 
ventures has got accelerated after 1973. 
Of the 115 ventures in operation early 
this year, as many as 81 have gone on 
stream during the past eight years. An 
overwhelming proportion of the 92 
ventures under implementation have 
received approval in the 1970s. 

India is encouraging joint ventures in 
the foreign countries, particularly in the 
developed ones, not only in the interest 
of promoting equipment exports but also 
in view of the inter-regional and intra- 
regional cooperation that is being 
fostered among the developing countries 
under the aegis of the UNCTAD, the 
ESCAP and similar other global agencies. 
India's experience and expertise, espe^ 
cially in the intermediate technology 
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langes, have been well Teceive4 in the 
developing countries: they are considered 
.V particularly relevant and appropriate for 
the industrialised programmes of the 
Third World as they do not create any 
ilerious problems of assimilation. Some 
jjoint ventures, particularly in the hotel 
industry have been started in the 
developed countries. 


I' Spocific Guidelinas 

The specific guidelines lain down for 
l^the clearance of Indian joint ventures 
abroad provide that (a) Indian partici- 
r pation in them should ordinarily be 
through a corporate entity in India 
^ having at its command the necessary 
\ manufacturing experience and technical 
A competence; (b) participation by Indian 
companies should be in accordance with 
the rules and regulations of the host 
\ countries; and (c) the mode of participa¬ 
tion in the equity capital of joint ventures 
,, Should normally be through export of 
capital equipment and technology, though 
some cash remittance will be permitted 
« in deserving cases. 


' Within the above overall policy, a 
number of incentives and facilities are 
^ being made available to the Indian 
entrepreneurs. These include : (i) Single 
point clearance for all proposals for 
setting up joint ventures abroad; 
« (ii) normal import replenishment, as 
' available to exporters under the import 
policy in force from time to time for 
registered exporters, on cxpiwts of equip¬ 
ment and machinery, etc., towards equity 
^ participation in the joint ventures; 
4 ,' (iii) piovision of cash assistance on cx- 
I ports of machinery and equipment against 
I Indian equity subject to a ceiling of 10 
1 percent of f.o.b. value—for exports of 
machinery and equipment other than 
‘ towards equity participation, the normal 
f tates of cash assistance, however, are 
; available: (iv) release of requisite foreign 
f exchange by the Reserve Bank of India 
' |br feasibility studies and also formeet- 
' iltg ^preliminary expenses in connection 
with the setting up of a joint venture 
>, eompany, visits of technical and mana- 

e ’ 1 personnel, etc. 

le Income-tax Act also contains 
in concessions for setting up Joint 
ire abroad. Section 80(0) of this 


Act exempts the whole of the income of 
an Indian company received by way of 
royalty, commission, fee, etc., from a 
foreign enterprise in consideration for 
the use outside India of any patent, 
model, design, etc. Under Section 80(N), 
any income received by an Indian com¬ 
pany as dividend on shares allotted by a 
foreign company in consideration of any 
payment, model, design, secret formula 
and process, etc., is also wholly exempt 
from income-tax. 

Besides the above concessions and 
facilities, the Industrial Development 
Bank of India, through its overseas 
investment finance scheme, extends term 
export credits for financing equity contri¬ 
bution in joint venluics abroad by Indian 
promoters. Deferred payment facilities 
for non-equity exports arc also consi¬ 
dered by the IDBI in the same way as 
normal exports. The Export Credit and 
Guarantee Corporation provides political 
risk cover for the overseas investments 
through its overseas investment insurance 
scheme. 


World Bank Loan 
for West Bengal 


Tiir PRosprcT of West Bengal getting a 
soft loan of Rs 100 crores from the 
International Development Agency, 
(IDA), an afilliate of the Woild Bank, 
should enable the State Government to 
undertake a large number of projects for 
the welfare of the people during the five- 
year period, beginning from 1982-83, 
The total cost of the programme of the 
Calcutta Metropolitan Development 
Authority (CMDA) for its third phase 
of urban development is estimated at 
Rs 300 crores, of which the IDA’s share 
will be Rs 100 crores, and the balance 
will be provided by the State Govern¬ 
ment. The funds of the IDA will be 
used in the CMDA municipalities which 
constitute nearly a third of such insti¬ 
tutions in the State. About Rs 90 crores 
will be spent on the projects under 
implementation and the rest will be used 
on new schemes relating to health. 


drinking water, garbage dearance, road 
construction, slum development, and 
so on. 

Will the municipalities be able to spend ^ 
the available resources in such a manner * 
as to provide the citizens with substantial 
civic amenities which have been denied 


R. J. Venkatoswaran writes 
from Calcutta 


to them all these years? The Department 
of Local Government and Urban Deve¬ 
lopment is reported to have issued broad 
guidelines to the elected representatives 
of the municipalities about the develop¬ 
ment strategy to the adopted by them’ 
in implementing the various projects. 
Questionnaires have been sent, seeking 
information fiom municipalit'cs of their 
schemes. The State Government should 
carefully scrutinise them, draw up the 
priorities, ensure proper coordination, 
and sec to it that they are implemented 
according to schedule. 

The Government of West Bengal how¬ 
ever seems to feel that the paucity of 
technical personnel of the right type will 
be a hindrance in carrying out the 
development projects of the municipali¬ 
ties. A report in the Statesman of 
September 1 said that the shortage of 
technical staff to man the new munici- * 
palities was posing “an unforeseen pro¬ 
blem” to the State Gosernment and that 
''many engineers are finding their 
westernised training a handicap while 
implementing development programmes 
with bias for decentralisation and a 
labour-intensive approach”. The 
Kc anomic Time^ of September 1 
said in a report that “a major problem^ 
which was worrying the authorities was 
the non.availability of technical people 
with “the right frame of mind”. The 
report remarked that the State Govern¬ 
ment was not sure if it could mobilise 
sufficient number of people possessing 
“tenacity, skill, perseverance and some 
sort of commitment”. 

But these reports about the scarcity of 
technical personnel standing in the way' 
of developing the municipalities are 
grossly exaggerated and even misleading. 
What these institutions actually need is 
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efficient and honest administration at 
every level. The Calcutta Corporation 
has not been able to perform even its 
elementary functions satisfactorily be¬ 
cause the authorities do not have the 
courage to tame the trade unions and 
make the engineers and other employees 
do their job with discipline and dedi¬ 
cation. Most of the roads in Calcutta 
are in an appalling condition. The 
CMDA has widened some roads. But 
in doing so, it has also widened the 
potholes on these toads. 

The IDA therefore should take the 
necessary steps to ensure that the funds 
provided for West Bengal's urban deve- 
rJopment do not go down the dram. The 
f^State Government should evoke the 
whole-heaitcJ cooperation of all sections 
' of the people, iiicspcctivc of their politi¬ 
cal affiliations, in implementing the 
various piojecis. If the Government can 
make the best use of the available re¬ 
sources, it can look forward to receive 
more financial assistance fiom the IDA 
in the coming years. 


Exports to Australia 
from Eastern Region 

7 . _ 

At the meeting held recently in New 
Delhi between a high-level business dele¬ 
gation from Australia and the Union 
Commerce Minister, Mr Pi anab Mukher- 
jee, several issues were discussed relating 
to vaiious aspects of developing trade and 
industiial collaboration between the two 
countries. But it is not clear from news¬ 
paper reports whether the discussions 
also covered the export prospects of such 
items as tea and Jute goods. Australia’s 
annual imports of tea have been of the 
order of 25 million kgs but India's share 
has been far less than that of her rivals. 
In the year ended June 1979, Australia im¬ 
ported 2A million kgs of tea from India 
compared to 6 6 million kgs from Sri 
, Lanto and 9.1 million kgs from Indo- 
^nesia. The rest of the imports came from 
East Africa, China and other countries. 
According to Indian official statistics, the 
value of tea exports to Australia declined 


from Rs 7.61 crores in 1977-78 to R$ 3.28 
crores in 1978-79 though there was some 
improvement in the next year to Rs 4.25 
crores. The Tea Board therefore should 
examine the causes for the set-back for 
our exports and explore the prospect of 
selling more tea especially of value- 
added Items. 

India’s jute industry should also give 
greater attention to promote its exports 
to Australia. About two years ago 
the industiy was having difficulties in 
obtaining jute of the required grade and 
strength for the manufacture of wool 
packs of the new specification laid down 
by Australian impoiters. It is not known 
to what extent such problems have been 
solved and how far Indian jute goods 
have been able to make headway into 
Austiulia. The jute industry should 
give special attention to research from 
the point of view of stepping up its ex¬ 
ports to Australia. 

Engineering goods and several other 
products of Lastcin India have also large 
prospects in Australia but for various rea¬ 
sons this important market has not been 
given adequate attention by exporters in 
this region. After the closure of the 
office of the Australian Trade Com¬ 
missioner in Calcutta few a years ago, ex¬ 
porters in Eastern India do not seem to 
have shown a sustained interest in selling 
to this country. It is hoped, however, 
that the recent visit of the Australian 
business delegation will help to create a 
new awareness about the potentialities of 
this market. 

The leader of the delegation. Mi Gough, 
stressed the need for conducting market 
research in Australia. Both the Com¬ 
merce Ministry and our exporters should 
give greater attention to this aspect. 
There are over 250 advertising agencies in 
Australia who have their own facilities for 
market studies and research and Indian 
exporters should try to make use of theii 
experience and expertise. Incidentally, 
it is worth noting that the members of 
ASEAN—Thailand, Singapore, Indonesia, 
Malaysia, and the Philippines -have been 
able to increase their share in Australia’s 
imports from 4.7 per cent in 1978-79 to 
6.2 per cent in 1979-80 while, in the same 
period, the share of the EEC declined 
from 25.6 per cent to 23.0 per cent. There 
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is no reason why India should be satis* 
fied with a share of only 0.7 per cent in 
Australian imports which was the figure/ 
for 1979-80. 

Indian exporters should fully familiarise 
themselves with the pattern of Australia's 
import trade. They should know about ' 
the role of commission agents, retailers, 
manufacturers, the Federal Governments, i 
the StaU Governments, and the public 
utilities in Australia’s import trade. There 
should be a regular flow of reliable 
commercial intelligence in order to im¬ 
prove the prospects of Indo-Australian 
trade. 


Will Indians Go 
(Back) to Uganda? 


UoAND\ IS seriously wooing foreign in¬ 
vestors. At a meeting oiganised by the 
Association of Indian Engineeiing In¬ 
dustry (AILI) the Ugandan High Com¬ 
missioner explained at great length the 
kind of investment opportunities that 
were available in his countiy. Me also 
mentioned that the foreign investors 
would be allowed generous tax conces¬ 
sions and total repatriation of profits. 

The main thrust of his speech was that 
duting the ten years of Idi Amin’s rule, 
the Ugandan economy had gone to seed. 
The industrial sector in paiticular, such 
as it IS in Uganda, appears to have come 
to a complete halt In a conceited efibrt 
to revive the economy the Ugandan 
Government is now busy inviting foreign 
capital and management to get the show 
off the giound. 

India is quite favouiably placed on 
Uganda’s agenda Asians who were ex¬ 
pelled during 1971-72 aie now being ask¬ 
ed to icturn and rv possess their businesses* 
Further, the Ugandan’s feel that as a de¬ 
veloping country India can oiler them its 
wide range of experience. Some of the 
areas where the Ugandan’s would like to 
sec Indians come in arc textiles, two-* ^ 
wheelers, automotive parts, dry cells, 
water and sewage work, sugar, breweries, 
bycycles and mining. 

The Ugandan High Commissioner also 
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|K>iiited out that the scope for waterway 
development and railway expansion in 
'Uganda was immense. It seems a rail¬ 
way line is now proposed to link up 
^Kinshasa with Mombassa which also 
* serves as the port for land-locked Uganda. 

, It is to be hoped that the RITES will 
take advantage of the potential available. 

On the whole, however, Indians econo- 
I mic links with Uganda have been non¬ 
existent for all practical purposes. Bilate¬ 
ral trade in 1979-80 amounted to R$ 11.2 
crores, all of it in the form of exports 
from India to Uganda India has been 
I exporting mainly engineering goods to 
that country and these constitute almost 
90 per cent of India's total exports in 
1978-79. India has one joint venture in 
the production of jute goods and hessian 
bags as well as a sugar plant which is 
I now being set up by Walchandnagar 
Industries on a turn-key basis. 

During 1980 the Government of India 
made available Si27 million one year 
credit covering a wide range of goods. Of 
this only $31.7 m^lion were utilised main¬ 
ly towards the purchase of textiles. 


Prospects for Wool 


Addressing hie annual general meeting 
of the Indian Woollen Mills Fcdeiation in 
Bombay, the Textile Commissioner, Mr 
R.K. Takkar, disclosed that the Union 
Government had decided to defrec^e loom 
capaci^ in the organised sector of the 
woollen industry. The scheme will be 
announced soon At present the installed 
capacity in the organised sector is 3,000 
looms. As a result of the present decision, 
it is expected to go up by at least 2500 
looms. 

I Another piece of cheeiful news to 
the industry is the distinct possibility of 
the organised sector being allowed to im¬ 
port second-hand woollen machinery on 
anOGL basis. This concession will be 
applicable only to the woollen industry 
^^aod not the cotton or art silk sectors. No 
doubt the imports will attract a duty of 
^ 56 per cent ad valorem Even so it is 
bound to benefit the industry as second- 
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hand equipment is far cheaper. This will 
help the modernisation and expansion 
programme of the industry. In any case, 
since the country does not manufacture 
much woollen textile machinery, the need 
for imports is clear. 

Mr Takkar also did well in stressing 
the need for the removal of unnecessary 
restrictions on the use of different types 
of fibres by the vaiious sectors of the 
textile industry for its efficient working 
At present, he said, the textile industry 


T.T. Vijayaraghavan writes 
from Bombay 


was over-regulated. For implementing a 
true multi-fibre policy, inter-sectoral use 
of fibres should be made flexible without 
prejudice to the interest of the small 
sectors. 

Mr B K. Kedia, Chairman of the Fede¬ 
ration, availed of the opportunity to 
highlight the problems of the woollen 
industiy and its prospects Till 1976, the 
biggest problem faced by the industry 
arose out of severe shortage of foreign 
exchange. Thus, there was scarcity of 
imported raw material. The industry 
was forced to work below capacity and 
there was therefore no question of deve¬ 
loping Its own modern lines. In 1977 the 
situation changed and the industry was 
permitted to import raw materials and 
this eventually led to the OGL Hopes 
were engendered thait the industry would 
be able to operate to full capacity and 
maximise production catering for the 
home market as well as for augmentation 
of exports. But these expectations were 
belied. The fragmented woollen sectoi 
was unable to stand the competition of 
the organised cotton and art silk mills. It 
was found that the expansion of the units 
in the woollen industry was frozen and 
most of them remained uneconomical in 
size and operation. In the context of the 
Government’s multi-fibre policy, these 
mills were unable to compete with the 
large mills from other textile sectors 
which had been permitted delioensing 
upto 50,000 spindles. The contention of 
the industry is—and this seems to be 
valid—that the process of expansion 
should be continu^ till the woollen units 
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also reach a capacity with 50,000 spindles 
in line with other sectors. 

It must be said, however, in fairness to 
the Government that in 1980 it respond 
to the needs of the industry by significant¬ 
ly liberalising policies in several directions. 
Thus, the delicensing scheme was libera¬ 
lised to cover upto 2,400 spindles in all 
the sectors, including the private sector, 
for expansion and setting up new units 
under certain terms and conditions. The 
distinction between shoddy and woollen 
sector was removed. The Government 
also liberalised its policy regarding the 
woollen powerlooms under which they 
can work and manufacture fabrics con¬ 
taining any percentage of wool fibre. ^ 

At present, though the woollen indus¬ 
try has been permitted the use of man¬ 
made fibres for diversifying production. 

It IS facing a very serious and unequal 
competition in respect of the basic line of 
production in wool/polyester blended 
goods. Since the cotton and art silk mills 
are permitted to use upto 40 per cent 
wool in their products and as there is 
delicensing in regard to capiacities in these 
sectors upto 50,000 spindles, the consump¬ 
tion of wool by these sectors has assumed 
significant proportion. _ 

As Mr Kcdia pointed out, this has vir¬ 
tually meant creation of a new woollen 
industry outside the existing woollent 
industry. His suggestion that if the 
Government feels that the cotton and art 
silk mills should be permitted use of wool 
to some extent, it should be limited to a 
maximum of 10 to 15 per cent seems to 
be quite reasonable. 

The woollen industry has also been 
subject to excessive levies both by way of 
import and excise duties in successive 
Central budgets. As a consequence, 
woollen products have to face severe con¬ 
sumer resistance and consequent curtail¬ 
ment of products. Some kind of rationa¬ 
lisation, therefore, is called for. The 
industry is in a position to make a subs¬ 
tantial contribution in the field of exports^ 
There is now good potential available in 
the USSR and other East European 
markets. With proper organisation and^ 
expansion of its capacity and appropriate 
policies, the industry can play a signifi¬ 
cant role in easing the balance of pay¬ 
ments position. 










’’ Window on the World 




Disparaging Signals from 

Wall Street 


V. Balasubramanian 


\\Puw JoNrs is playing Brutus to Reagan's 
Caesar. The one constituency in the 
tfaation which the President most desires 
to convert to credence in the legitimacy 
his economic recovery programme has 
p chosen to remain stubbornly sceptical. 
Wall Street has shrugged ofT the cooling 
of inflation. It is more bothered that 
/ interest lates, discounted for influion, are 
’*at unprecedentedly high levels. The 
J rate of inflation itself is now around only 
'/nine per cent. With a sharp debate 
^ surfacing within the udministiation over 
’ ^ the credibility of Jts estimate of the bud- 
^ get deficit for fiscal 1982 at S42.5 billion, 
the financial markets are discounting early 
prospects of the heat being taken off 
the Fed to rcstiain the growth in money 
'Vsupply and arc correspondingly pcssimis- 
tic about interest rates easing even in the 
months beyond this December 
^ Stock prices, consequently, have been 
i steadily marked down in recent trading, 
causing considerable embarrassment to 
. administration spokesmen who arc quite 
j sensitive to Mich disparaging signals 
^flSrora Sources which they would specially 
lvalue as their philosophical as well as 
u strategic allies. Reagan spokesmen are 
i aggressively- and sclf-consciously—on 

7101C defensive. The Chan man of the 
"President’s Council ofl conomic Advisers, 
'^Murray L. Weidenbaum, has tried to put 
a bold face on it, but not with much suc- 
^ ^css. lie has dectainied that the adminis- 
Titration would wait to be judged by the 
^%arkct place which, he piously remarks, 
rjis a much larger univcisc than the finan- 
^tial community located in New York 
Phis reminds me, incidentally, of the 
ddiffcrcnce professed by the late UK 
HThenever the Bombay stock exchange 
^)|efused toshowpioper reverence for his 
udget xneasuics -which was often). 
Weidenbaum has also been driven to 
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seek comfort in the strength of the US 
dollar in world currency markets which he 
argues is an objective expression of confi¬ 
dence by the international community in 
the soundness of Reaganomics. Given the 
hardly printable criticisms that are being 
made in Bonn, Paris, Tokyo and other pla¬ 
ces of American monetarist policies and 
their repercussions on interest rates and 
currency values in the rest of the world, 
this is not an argument that could clinch 
the issue, especially as the appreciation 
of the dollar in relation to other major 
currencies is only one side of a coin the 
other side of which are the high interest 


Small Talk from 
Washington 


rates, which are the target of attack or 
cause for discontent both at home and 
abroad. 

For President Reagan this means that 
there can be no let up in his effort to sell 
his economics to the people. His reso¬ 
luteness has been tested and it has come 
out with flying colours. His resilience 
now needs to be proven. He has com¬ 
mitted his administration to a seven per 
cent annual growth, after allowing for 
inflation, in ihc defence budget for the 
years ahead, but he is now being forced 
to ask himself whether he could stay with 
this pledge without giving up other po¬ 
licy objectives equally emphatically stated 
by him. The self-assurance is not being 
helped by such jibe^ as that of John 
Kenneth Galbraith who has suggested 
that the contradictions in Reagan’s policy 
formulations “can only be resolved by 
divine intervention—a task for the Moral 
M^ority”, the allusion being to a group 
of ultra«conservative Republican “funda- 
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mentalists" who are currently crusading 
against what they condemn as Liberal 
decadence. What these contradictions 
in the eyes of Reagan’s ciitics arc had 
been vividly presented during the presi¬ 
dential campaign last year by the mave-^ 
nek Republican John Anderson, who 
contested as an Independent and seemed 
not to mind at all when his election tally 
turned out to be just ml. 1 he only way 
Reagan could deliver on his campaign 
promise to cut taxes, raise defence spend¬ 
ing, eliminate deficits and end inflation, 
Anderson had said, was to do it with 
mirrors. | 

Quite possibly Reagan may have to ^ 
.send for mirrors ultimately. As of now, 
however, his ever-obliging and utterly 
dedicated Director of the Office of Budget 
and Management, David Stockman, is 
not giving up. Immediately he has to^ 
deal with apprehensions even within the' 
administration that the deficit for fiscal 
1982 might be more than the projected 
1142 5 billion and might even be as high 
as 860 billion, thus casting doubt on 
the President’s schedule for a balanced 
budget in fiscal 1984. This he is trying 
to do by persuading the President to 
persuade the Defence establishment to ex¬ 
plore possible cuts in its budget. 

Defencn Cuts 

The problem, however, is not that the 
defence reductions sought are not manage- , 
able in themselves but that any dilution 
at this time of the Reagan administration’s 
rhetoric on the country’s military build** 
up will send the wrong signals, as the Presi¬ 
dent and his advisers see them, not only 
to the Soviet Union, but also to US^ 
allies, particularly West Germany and 
Japan which are resisting American pres¬ 
sure to increase their defence budgets. 
Chancellor Schmidt, who has in fket pro* 



posed cuts in military spending because 
of the strains on the West German eco¬ 
nomy. may not be unhappy to sec Reagan 
facing similar complication^ Inciden¬ 
tally. It has been sugg sted in some quar¬ 
tet s that one of the reasons why the 
Reagan administration is stepping up its 
defence budget may be that it believes 
that an escalating aims lace would be an 
elTective means of breaking the back ot 
the Soviet economy which is already 
spending about Upei cent of its gnp on 
defence, while its foes are giving up only 
half that percentage of their icspcclivc 
gNps or c^cn less to their defence 
budgets 

? Whatever sums Stockman and Cong¬ 
ress may tome up with between now and 
December when the spending cuts should 
finallyr be in place for fiscal 1982, it is n )w 
virtually being takin for granted that, 
unless the Reagan administration moves 
more visibly towards tight budgeting, 
thereby making it possible for the Ted 
to case monetary restraints at least early 
next vcai, the benefits ot the tax cuts, 
in terms of stimulation to the economy, 
will be lost in the inhibitoiy consequences 
of too high interest rates staying 
too long. 


The Best Prescription 

Weidcnbaum IS piobably right in be¬ 
lieving that a mix of supply-side econo¬ 
mics and Friedmanite monetarism is about 
the best prescription iiflation-ndden in¬ 
dustrial societies may have in the present 
circumstances for achieving fiscal balance 
on an expanding revenue base for 
Government and higher ra es of savings 
and investment in productivity and cm- 
plo>ment opportunities Neveithelcss, it 
IS possible to exaggerate the expectations 
from supply-side tax-cutting in the short 
term and as Charles Schultz. Chan man 
of the Council of Economic Adviseis in 
the Carter adm nistration has suggested, 
there may bs nothing wrong with sup ^ly- 
side economics except that it seems to 
exaggerate its consequences for savings 
and investment by a factor of ten 
Galbraith pred ctably phases it even 
more tartly even businessmen have never 
been **high on the snakctoil side of sup- 
ply-side economics.*’ 

At this stage of the debate, if there is 




A Re^er Writes 

Is Soviet Machinery Competitive ? 

Sir, USSR Deputy Ministci of Foreign Trade Nikolai N Smclyakov 
has recently made some candid tcmaiks about the poor competitive 
capability of Soviet machinery and equipment Smelyakov, who is the 
auiho? ol the book ‘Dtlovaya Am^'nca' and Gde nachinaclsya rodina’ is well 
acquainted with the organisation ol industiial production in capitalist countries. 
So his icmarks merit allention both because ol his specialised knowledge as 
well as his position 

Dcspile the fact that more than one himdicd couiUiits bu> Soviet manu- 
factuies and that machinery expoit has grown significantly fiom *3 f billion 
roubles in the seventh five yeai plan to 2^ billion roubles in tenth", Smclyakov 
wiilcs, ‘ |ust 4 4 per cent ol the total volum* ol expoit of Soviet machines goes 
to d vclopcd capitalist countries’ A considerable number ol machines are, he 
a ids, unable lo comDCte not only in Ihc capitalist market but also m socialist 
countiics wlure Soviet exports lun up against piodutls toniina Irom industrially 
devJopcd countries 

Smelyakov goes on to say that Soviti industiv sometimes lags behind 
the t mpo ol scientific-technical procicss and conseqii ntiv is not in a position to 
meet the d mand of the foicign maiktl ’ lo illustiaie he names a number of 
machints that he d.^scribes as inteimr to fouign ones m consiruclion and quality. 
In piilicular ‘‘domestic diesel engines (evm those b ariiig the maik ev| quality 
produclioii ol the Yiioslav Motor I acloiv) are seiiouslv inleiior to analogous 
foreign makes’ In the current year “19 per c.nl of ail truck*' will be equipped 
with diesel engines, while in othei coiinliics dicstl trucks compiisc' 30 to 60 per 
cent of the motor vehicle flrel" Uialmash produces draw presses weighing 
2 8^0 tons Smelyakov points out, as compand with 1100 tones lor coircspond- 
mg 1 nglish and West German makes In combines, the ioreign ones wcie better 
in all the basic indicatois productivity, ichbihiv, work conditions for the 
opera toi .ind grain losses 

Smclyakov also complains that the quality of mHals is unsatisfactory, 
with the mechanical strength of steel at about 50 kilograms per squaic milh* 
metie Among our compclitois this ndicaloiis higher than 7^-90, and auto¬ 
mobile III ms ni the I RG intend to raise the stiengih of metal to |2S kilograms 
in the n ar lulure” 

According lo Smelyakov, the expoit ol machm.rv is also complicated by 
the fact that not only enlcipuses but whole M»mstMes overst ilc the technical 
level of then products m their calculation Ilc wntes (hat ‘ incorrect evaluation 
leads to mistaken d cisions Now and then Iheie is a two-toihiee difteicnee 
between what is presented in the calculations and tne loitiim tiadeorganisation's 
evaluation ol technical level cveiv thing goes well until the products enters 
into competition with similai products niuclc db»o d H re lad of high quality 
wins out " 

Smelyakov obsci VC s that loi man> viais SomcI dcsigncis have been 
tiying unsuccessfully to design a 330 hois* power liacioi Yet he reports, the 
American fiirn “Caterpillci" has b?cn pioducing compirable machines lor a 
quarter of century, and this yeai the Japanese fiim, Kamatsu’ d monstiatcd a 
1,000 horse p(^wcr tractor based bulldo/ei 
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more agreement than disagreement on 
some points at Ica>t, those seem to bw that 
ihj irfl iti )n rale is likely to stick around 
a high single digit through 1982, that in- 
tere>t rates may slide down a little from 
thel6 29pci cent range early that ycai 
and that with some luck the performance 
of the economy in production and em¬ 
ployment may bq somewhat better to¬ 
wards the close of 1982 than it is expect 
ed to be over the next 12 months Whe¬ 


ther any or all of (In'* would amount to 
someth ng like su c ss on the pail of tbc^ 
Roagin admnistratnn in changing tbb 
inflilioniry expectations of the peopll^ 
IS a question which nobody here is rightl 
now in a hurty to ddicss himself 
Meanwhile it would be clearly foolish 
be beaiish of the American ccon^ 
simply for the history of heating oi 
breast This economy right now empipinf^ 
a working force of a hundred mil! 
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popic in a cultural, scientific,t echnolo- 
Eil and managerial environment which, 
L its totality, clearly has optimal possi- 
filities for meeting the challenges of 
bange. 

Clash of Titans 

I";!; Currently, one of these challenges has 
Income in the form of the tireless quest of 
$iavestment or industrial capital for 
^growth and yet more growth. A power- 
^expression of this dynamism recently 
[.was a Darwinian episode of truly gigantic 
I'proporlions. This has produced some 
• unusual arithmetic, with 25 plus 38 
[ resulting in less than 10. Conoco, 25ih 
iamong the l argest industrial companies 
Un the world, has merged ^iih Du Pont, 
jthe 38tli, thc:eby pushing the resulting 
i>Corporate entity into a slot am ng the 
' top ten on the list. Tn the clash of 
pTitans that preceded the merger, 
I^Seagram, a Canadian giant in the dis- 
flillery industry, which had made an 
J^^unfrlendly" take-over bid for Conoco 
l^dnd had been spurned by the oil com- 
ipany’s management, was locked in a 
[light with Du Pont for the acquisition of 
^Conoco shares in the market. Du Pont’s 
Joverture, accepted as “the lesser evil” 
::by Conom management and master* 
bninded with consumate market skills by 
^lie financial and investment counsellors, 
;ltired by it to manage the merger bid. 
;f|)rogrcssed through a dramatic sequence 
lipf bids and counter-bids. This took the 
price of Cc'noco stock, S62 at the time 
W the Scagrarn move, to 55120 which was 
|i^hat Mobii, the th rd large^t industrial 
i<lrm in the world and the second largest 
fil company in the US, vas prepared to 
oifer for the first tO per cmi of the stock 
' Conoco, the ninth largest oil company 
the 15th largest in world oil, as it 
lined to muscle in on both Du Pont and 
1^64gram. In what has been described as 
most expensive take-over transaction 
US corporate experience, Du Pont had 
lay out a few billion dollars for 
ijuiring 55 per cent of Conoco stock at 
per share and forcing out of the 
hi Seagram which, at about $92 per 
eventually come to own atx^ut 20 
cent of Conoco stock (including 
es which the other unsuccessful 
Mobil sold to it after Du Pont 
lalty made it). 
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The merger brings together two 
enormous balance-sheets, which sported 
1980 turnover at $18.3 billion for Conoco 
and $13.6 billion for Du Pont. This 
makes it likely that the balance-sheet of 
the integrated unit for the current year 
may exceed that of the Royal/Dutch 
Shell Group, currently the second largest 
industrial in the world, after Exxon. 
This statistical pleasure, however, will 
be only one element in the gains for post¬ 
merger Du Pont, which secs in the 
energy riches of Conoco, which is not 
only a world oil giant but is also the 
second largest coal producer in the US, 
an invaluable raw mateiial ha«e for its 
big plans for petrochemicals in the 
Eighties. The prospects of economies 
and efficiencies resulting from this verti¬ 
cal integration which would have won 
the merger many friends. By contrast, 
the horizontal integration which would 
have followed the take-over of Conoco 
by Mobil had far fewer friends. In fact, 
it was the near-certainty that the M.ibil 
bid would not be accorded anti-trust 
cleaiance that robbed it of its credibility 
as a .serious contender. 

Anti-trust Discipline 

In this sense, there was never any 
doubt that the Reagan administration, 
despite its passion for de-regulation, 
would deviate fiom the imperatives of 
anfi-trust d'seipline. At the same time, 
ihe C\)noco affair has given an oppor¬ 
tunity to administration spokesmen to 
clarify or develop their ideas on take¬ 
overs, mergers, or conglomerates. 
Treasury Secretary, Donald T. Regan, 
for instance, declared di^arming]y on TV 
that, since no American would dream of 
(bjecting to the US economy growing 
and since the economy could grow only 
if its businesses got bigger and bigger, 
no American could or should see anything 
wrong in the bigness of American industiy. 

Moie positively, the dominant trend 
in the administration's thinking seems to 
be that its attitudes and policies should 
be positive towards vertical integration in 
ciicumstances which promise the more 
efficient use of real resources such as 
energy and raw material assets, or 
innovative use of capital in developing 
technology and raising productivity. 


Implicit in this approach is the faith 
that the contribution which entrepreneur- 
ship or management can make to society 
is as much a function of the scale on 
which it is allowed to operate as on the 
skills it may command. However, so 
deep and strong is the distrust of big 
corporations in certain layers of the 
American consciousness that **conscieD- 
lious objectors’* to their proliferation—if 
^'proliferation” is a word appropriate to 
the context—will continue to have an 
audience. 

Indeed, irre^^pectivc of par y affiliations, 
many Congressmen are saying that they 
doubt ihe Reagan administration's 
loyalty to anti-tru>t laws. They arc^ 
probably impressed as well as amused by 
John Kenneth Galbraith quoting Karl 
Marx- “One capitalist always kills 
many”- and suggesting that “most eco¬ 
nomists, regardless of faith, would agree 
with Marx that concentration is an 
inherently adverse tendency of the 
system, departing only from his pro¬ 
claimed pleasure in the result". Galbraith 
also quotes Milton Friedman—“the 
great danger to the consumer is mono¬ 
poly, whether private or governmentar* 
and declares with immense satisfaction 
that “from Marx to Friedman—one can¬ 
not have a greater span of agreemenfi 
than that”. t 

Franzy of Mergers 

Describing what he designates as “a 
frenzy of mergers”, Galbraith recounts 
that, during the first six months of this 
year, the dollar value of corporate 
acquisitions at $35.7 billion was nearly 
as great as for all 1981 and that this was 
before the “recent really great accelera¬ 
tion" which showed that even the largest 
companies were no longer immune. His 
charge that this “merger mania" reflects 
or is a response to the administration’s 
cheerful acceptance cf corporate con¬ 
centration regardless of its own pro¬ 
fessions of commitment to competition 
in the market place is of course vigor** 
ously contested by its spokesmen. For 
instance, William ^xter, Assistant Attor- 
ney-Gencral, has sought to reassure the 
public that the Justice Departments 
anti-tiust division will not depart 
materially from existing gukkliaes for 
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the enforcement of anti trust legislation 
in the case of horizontal mergers in¬ 
volving companies with products that 
compete in the same market. He has 
however suggested that vertical mergers 
—combinations of companies which 
operate in different parts of a production 
chain— are “never troublesome'* regard¬ 
less of the size of the companies involved 
unless “they give rise to horizontal 
problems”. His Chief Attorney-General 
William French Smith, while echoing 
Treasury Secretary Regan’s sentiment 
that bigness in business is not necessarily 
badness and that it is one of the “mis¬ 
guided and mistaken concepts” that 
need to be rooted out, has insisted on 
the administration's commitment to 
“very, very vigorous action” against 
business tactics that threaten '*our free 
competitive enterprise system” lie has 
in fact vowed that “in those areas that 
go to the heart of antitiust activity 
price fixing, market division or bid- 
rigging”-his department would seek 
criminal sanctions, not civil, prison 
sentences, not fine Will the bite be as 
good as the bark? 


Worry in Japan 


The Japanfsi aurhorities arc beginning 
to show concern about the slow recovery 
of the domestic economy The Gvivern- 
ment had been counting on a pickup in 
domestic demand to provide a stiong 
impetus to growth and to alleviate some 
of the pressure to export However, so 
far this year most of the momentum for 
growth has come from net exports. 
Housing remains extremely depressed, and 
private plant and equipment investment, 
particularly by smaller firms, appears to 
be slowing. Private consumption spending 
has shown some revival recently, with the 
7.7 per cent average wage increase result¬ 
ing from this spring’s labour negotiations 
and the moderation of consumer price 
inflation to just over five per cent. Never¬ 
theless, consumer spending remains rela¬ 
tively sluggish. 

Concerned that the company's conti¬ 
nued reliance on external demand will 
provoke sharp foreign reaction, the 
Economic Planning Agency and the 


Ministry for International Trade and 
Industry are reportedly trying to boost 
imports. The measures available to the 
Japanese Government are quite limited, 
however High US interest rates and an 
already weak yen preclude a cut in the 
discount rate, and fiscal stimulation is 
limited by the Government’s desire to 
reduce the budget deficit. Subsidies in 
support of S 3 billion of emergency 
imports, an acceleration in public-works 
spending, and a relaxation of conditions 
for public housing financing have been 
proposed But any measures taken are 
likely to have relatively little impact 
Despite any initiatives to spur a pickup 
in the domestic economy and imports, 
Japan’s balance-of payments showing is 
likely to draw renewed criticism from its 
trading partners Lxpoits have continued 
to surge—led by colour television sets and 
video tape recorders- while imports, parti¬ 
cularly of oil, have been soft because of 
the weakness of the domestic economy 
For the fust six months of 1981, Japan 
recorded a seasonally adjusted current- 
account surplus of S 1 billion Although 
exports may slow and imports may 
accelerate in the second half of the year, 
the current account for 1981 as a whole 
could register a surplus of $ 2 billion, 
a sharp turnaiound from the deficit of 
$ 10 8 billion in 1980 And with a re¬ 
covery in the world economy, the recent 
depreciation of the yen against the dollar, 
and the strong-non-pnce competitiveness 
of Japan’s export pioducts, Japan may 
be poised for an export boom that could 
push the cuirent account surplus to the 
$ 5-10 billion lange next year 

Source International Finance 


France to Devalue ? 


Financial markets reckon there will soon 
be a devaluation of the French franc 
Within the European Monetary System. 
But the French Government believes that 
the time for devaluation has not yet come 
As a rule, changes in the exchange values 
of currencies should be made sooner 
rather than latei Defending unrealistic 
exchange rates has never proved worth¬ 
while. 
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On the other hand, it must be admittadi 
that the French arc not, at the momeal;, 
under very great pressure They havf] 
introduced a strict system of current 
controls which should enable them to set 
tbiough until the budget discussions jijk^ 
September—provided of course that tb#^ 
deutschemaik is not sucked into a revaliig*^^ 
tion current —and there is little likelihood 
of this 

Need for Adjustment 

Once the French Government has ded|« 
ded on its future economic policy and the* 
amount of its budgetaiy deficit, the quee* 
tion of readjustments within the Europegii 
Monetary System will have to be faced^ 
The distortions which have already result ^ 
cd from France's less developed awareness 
of the negative consequences of inflatkH* 
nary policies aicahcady painfully evident;* 
This IS paiticularly evid^mt in trade wjith 
the Federal Republic of Germany Bill 
1 ranLc’s position with other countrilO 
has also deteriorated and cues out for 
adjustments Jt is an open secret that 
West Germany is also interested m a reait^ 
justment of exchange rates within the 
Luropcan Cuirency System 

West Germany cannot in the long run 
allow the system simply to ignore diflferetl* 
ces in inflation rates This would only 
import inflation and frustrate cffoits t0 
stabilise the German economy However, 
the option of taking the bull by the horni 
and revaluing the deutschemark does not 
arise Admittedly it would be a psycho** 
logical boost if the deutschemark werO 
considered a candidate foi revaluattott, 

Howevci, for some partners in the EM8 
such as the Netherlands, a German reva** 
luation would be a bitterer pill tO 
swallow than u French devaluation as It 
would involve more imported 


It would probably be foiced to follow 
suit and revalue Another factor is that 
West Germany would almost certaiojy 
have to bear the main burden of a realtgH*^ 
ment wilhin the FMS Because ofi^A 
intervention commitments, the Buodioi^^ 
bank has large ECU debts— a devaluatic^ 
of the franc would therefore not prove 
expensive as a i evaluation of the deutsclMlt{i| 
mark. ^ 
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Point of View 


" Accounting for Agriculture D.K. Kotfa and R.S. Sharma j 

More than 80 per cent of people In India living In 600,008 vlllagee are 
directly or Indirectly connected with agriculture, and contribute 
nearly half of the national income to the exchequer, flut, in spite 
of this the agricultural productivity Is very poor and we had to 
Import foodgraine to fulfil our needs. According to the authors 
lack of a proper farm management and accounting system 
are the main reasons for this low productivity. 


THoijgh India’s economy has been re¬ 
cording rapid industrial progress, yet it 
still is based principally on agriculture 
and more than 80 per cent people of the 
^country are directly oi indirectly engaged 
in this profession. There are more than 
I 600,000 villages in the country which are 
dominated by agriculture. Not less than 
half of the national income ol (he country 
is contributed by agricultuie. In spite of 
all these, “productivity” in the agricul¬ 
tural sector has been very poor and the 
agriculture-based country had had to im 
port foodgrains to fulfil her needs even after 
many years of her independence. Many 
factors are responsible for the low produc- 
, tivily of agriculture but one point that can 
mainly be attributed to it is the “farm 
management” which has received far less 
attention than the industrial and business 
^^management. In spite of the fact that 
agriculture plays the most significant role 
in our economy, no comprehensive, detail¬ 
ed and systematic accounting methods, 
costing system and management techni¬ 
ques have been developed for this indus¬ 
try. 

Aid to Productivity 

As in the case of industrial and com¬ 
mercial concerns, management techniques 
and accounting (financial, cost and 
management accounting) can help reduce 
cost and increase productivity in the field 
of agriculture also. In fact, for account¬ 
ing purposes agricultural sector should 
have been paid greater attention than the 
industrial sector not only because agricul¬ 
ture plays a bigger role in the economy 
it also supplies raw-material 
for the industries. The rise in in¬ 
vestment and with the greater use of 
modern machines and equipment in 


agriculture, the role of accounting and 
management techniques has increased a 
great deal. 

In India, the characteristic of agricul¬ 
tural units enn be said to be typically as 
a family type farm. Unlike the USA 
and other Western countries, these family- 
type farms are not operated and managed 
in a business-like manner and, therefore, 
proper accounting for agriculture has 
received scant attention. Either farmers 
(specially small ones) do not maintain 
accounts or, if some keep, the basis of 
their accounting records is “cash” and 
they fulfil their needs by adopting single¬ 
entry book-keeping system. Since acco¬ 
unts are maintained on “cash basis”, 
inventories and other items are not taken 
into consideration, true picture of opera¬ 
ting results is, therefore, not reflected by 
the accounting. 

Maintenance of Record 

The records maintained by the farmers 
should be so designed as to show the cost 
of production of each unit separately and 
also the cost of the finished products. 

The farm accounting system should be 
divided into sections based on production 
units, such as various crops, Iive-st(^ck 
and other expense categories based on 
location. 

Since most faims arc still basically 
family-owned, with book-keeping done by 
a member of the family, the sSpccific re¬ 
cords should normally be those which will 
provide, with a minimum effort, all the 
information the farmer must have. 

Like accounting * for industrial and 
commercial concerns, the main object of 
farm accounts is to ascertain operating 
results of the agriculture. In addition to 


this prime object, other specific objectivea^^ 
of farm accounts arc : J 

(1) To satisfy outsiders; i.e. various go*'? 
vernmental agencies and lending agenciM I 
such as banks, mortgage grantors or 
landlords, etc. 

(2) To provide information on thd ' 
strengths and weaknesses of indi* j. 
vidual production units. These data help ^ 
to determine which of the operation^ 
should lie emphasised in order to produce 
the optimum income from the capital 
invested 

(3) Record-keeping must also provide 
infoimation for proper division of income 
and expense between the landlord and the i 
tenant. The family nature of many famii'' 
makes it essential that a business like 
record be kept so that equitable distribu¬ 
tion of income and expense can be made. 
Such a record should establish sound 
basis for distiibution of property in the 
event of death or any other reason which 
causes rcdisiiibution of the assets among 
the various members of the family. 

(4) Increasing emphasis in recent years 
has been placed upon the marginal usage 
of records. 1 arm organisations as well as 
agricultural universities have compiled 
information collected from a sampling of 
farmers in order to better advise them in 
the management of iheii operations. 

Usgful Guidelines 

Farm accounts arc of much use to the 
farmers in making their farms more pro¬ 
ductive and profitable. Accounts, if main¬ 
tained properly, may provide the farmers 
with useful guidelines for making, revis¬ 
ing and modifying then plans and thus 
improving their financial and operating 
affairs. Farm accounts may provide the 
following useful information: (I) the am¬ 
ount of money invested in land, soil im¬ 
provements, buildings, feed, livestock and 
machinery; (2) annual inputs into the. 
farm business classified as land, labour 
and capital; (3) the returns from each" 
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f productive unit; (4) the amount of labour 
^furnished by the farm-family and the 
^ amount and cost of hired labour; (5) yield 
I per acre for the various crops; (Q mea- 
^ lures of efficiency for each live-stock en- 
^ terprise such as : (a) production per cow; 

1 (b) eggs per hen, (c) returns per cow or 
[ per litre; (d) returns per hen, etc; (7) total 
\ returns, total inputs, and net returns for 
i the farm as a unit. 

The farmer who keeps a record over a 
! period of years not only can determine 
' results for any one year but also can 
compare results with those of the previous 
years. 

' The inputs record kept by the farmer 
tells him to what extent and in what pro¬ 
portions he IS using land, labour and 
. capital. Furthermore, the records will 
' indicate the annual amounts of capital 
used for soil improvements, farm build- 
, ings; fences, machinery and power. 

The farmer can also estimate the 
: value of his management (on the 
basis of what it would cost if hired) and 
thus have a complete listing of the inputs 
: for all factors of production. 

The crop yields for any year may be 
I compared with those for the previous 
i years or with the statistics for the country. 


Source of Information 

Farm lecords are a valuable source of 
information for measuring and operatio¬ 
nal financial efficiency not only in respect 
of an individual but is also of great value, 
if summarised and compatable records 
for a particular area aie made available. 
Following benefits may be derived from 
the analysis of groups of farm records : 

(1) The organisation of the Individual 
farm may be compared with the organisa¬ 
tion of other farms in the area of the 
Community; (2) the efficiency of each 
productive enterprise and each major 
item of input may be compared with re¬ 
turns and inputs of similar farms; (3) the 
earnings of the farm as a unit may be 
compared with the earnings of farms 
similar in size and system of farming; 
and (4) the eainings from the various sys¬ 
tems of farming may also be compared. 

Accounting for farms may be classified 
into the following groups : 

(1) Records dealing with the way in 
time is used, not only in respect of 
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the workers but also for tractors, and 
other farm machines and equipments, etc; 

(2) Records dealing with the use of raw 
materials, foodstuff, manure, ftiel, lubri¬ 
cating oil, seeds etc; 

(3) Records dealing with livestock- 
feeding, breeding, milk, eggs, etc; and 

(4) Records dealing with crops -acre¬ 
ages, kinds, yields etc. 

It should be noted that the number 
and kind of records which are likely to 
be of use vary a great deal according to 
the size of the farm and the farming 
method. 

Propor Classification 

In order to ascertain the cost of each 
crop separately, to compare various crops 
and to measure the effectiveness of allied 
activities, it is necessary to classify various 
accounts properly and maintain a com¬ 
plete set of books of accounts. Sales 
and receipts and other expenses must be 
classified according to activities and 
departments. For this purpose, ac¬ 
counts may be classified into following 
main headings; 

(1) Crops—For each crop a separate 
account should be kept. 

(2) Livestock—Foe each group of 
livestock (like cows, buffaloes, sheep, 
dairy cattle etc.) separate recording 
should be made. 

(3) Poultry—A separate recording 
should be made to ascertain profitability 
of this activity. For this purpose various 
poultry items such as chickens, hens, roos¬ 
ters, turkeys, etc. should be recorded in 
different accounts. 

(4) Products—Various agricultural and 
allied products should be recorded in 
separate accounts. For this purpose 
accounts of milk, cream, eggs, wool, 
other dairy and live-stock products, etc. 
should be opened. 

(5) Crops-related Items- In this group, 
accounts related to crops such as chemi¬ 
cal fertilisers, marketing, seeds etc. may 
be included which, taken together, form 
major portion of the cost of production. 

(6) Livestock Related Items—Impor¬ 
tant items relating to live-stock such as 
breeding fees, marketing, veterinary ex¬ 
penses and medicine should be recorded 
in distinct accounts. 
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(7) Property Items—Accounts relating 
to land, buildings, tilling, machlnefy and 
equipments (such as tractors, feed, 
grinder, small tools etc.) should be main- 
tained properly. 

(8) General Items—General items may 
include rent, electricity, fuel, oil and 
grease for operating the machines and 
equipments, labour cost, repairs, taxes 
and other Governmental payments, etc. 

The assets of a farm may be classified 
as: (I) permanent or fixed assets, and 
(2) production inventories. In the first 
category would bs placed such items as 
buildings, equipments, and breeding live¬ 
stock. The second would contain inven¬ 
tories of products, held on hand, whicl\ 
will be sold within a short period of^ 
time. These would include various 
crops as well as livestock. In case of 
livestock held for long terms, such as 
breeding stock or milch cows, a much 
more detailed record should be kept. 
For example, for each individual cow 
producing milk, litres of milk per month, 
the cow's weight, initial cost, feed cost, 
veterinarian expenses, etc. should be 
clearly recorded and shown in the books 
of accounts. 

Depreciable Assets 

It is necessary to record certain details 
of depreciable assets. This category 
would include, but not limited to : build¬ 
ings, tractors and other equipments, 
breeding livestock, etc. For each asset 
purchased, the following information 
should be recorded; 1. Original cost 
2. Additions 3. Depreciation provided 
4. Selling price (if sold) 5. Gain or loss 
on sale 6. Date of sale 7. Method of 
depreciation 8. Estimated economic life 
of assets 9. Purchased from 10. Sold to 
and 11. Replacement cost. 

The details regarding assets would not 
only help ascertain true profit or loss 
but also show the time, when assets are 
to be replaced and funds required for 
replacing it. 

Frequently there are arrangements witii 
tenants or hired labour which necessitate 
the part of their payment to be made in 
the form of food, lodging etc. Special 
accounts must be kept for this purpose. 

One of the accounting problems in 
agriculture is the difficulty of allocating 
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costs among various crops or other pro* 
duction units. In order to analyse effec- 
tivety the efficiency of the various 
r production units, it is necessary for the 
farmer to allocate these costs in different 
units. For example, various fertilisers 
applied to one field have residual benefits 
for crops over a period of time. In addi¬ 
tion, a by*product of one crop may be of 
benefit to another crop or production 
unit. An instance of the latter benefit 
is the common practice of grazing a 
cornfield after the crop has been harvest¬ 
ed. Fallen corn or ears left on the 
stalks provide food for beef cattle or 
other livestock. It is difficult to allo¬ 
cate the cost of this feed, either to the 
rplivestock or as a reduction of the cost of 
t* the corn crop by this amount. In order 
to resolve this problem, it is suggested 
that the value of corn left in the field 
should be estimated by marking a section 
of the field and counting the unpicked or 
fallen ears. Using this as a tosis, the 
rupee value of the entire field could be 
estimated and shown as an increase in 
income for the grain enterprise and as 
an expense for the cattle enterprise. 

Moasuring Efficiancy 

The value of financial record as 
a tool to determine and analyse the effi- 
'^ciency of the organisation and operation 
of a farm depends primarily upon the 
degree to which various measures evaluate 
the efficiency of each enterprise of the 
farm and of the farm as a unit. The 
following is an outline of the selected 
measures that can be calculated from a 
complete farm record to evaluate the 
efficiency of the farm, to describe the 
organisation of the farm, and to measure 
the level of farm inputs and the efiiciency 
of the productive enterprises. 

I. Measures of Farm Earnings and 
Overall Farm Efficiency: 1. Total farm 
returns; 2. Returns of total capital 
invested; 3. Net earnings per acre; 
4. Gross earnings ratio—returns per 
Rs 100 of inputs; and 5. Net earnings 
ratio—net earnings per Rs 100 of inputs. 

^ II. Organisational Efficiency : 1. Per¬ 
centage of land in different crops; 

2. Percentage of returns from different 
cr<^; 3. Percentage of returns from 


livestock enterprises; 4, Peed fed per 
acre; and 5. Admal units per acre. 

III. Investments and Ihpnts ; 1. Total 
non-feed inputs; 2. Total farm inputs; 

3. Investment in land and capital; 

4. Acres in the farm and quality of 
soil; 5. Acres in crops; 6. Number of 
hired labour; 7. Investment in live¬ 
stock; and 8. Investment in plant and 
equipments. 

IV. Efficiency of Crop Production: 

1. Percentage of tillable land indifferent 
crops; 2. Per acre yield of different 
crops; 3. Crops yield index: 4. Value of 
crops produced per acre; and 5. Fertilizer 
cost per tillable acre. 

V. Efficiency of Livestock Production : 
1. Amount of feed per unit of produc¬ 
tion; 2. feed cost per unit produced; 

3. Returns per Rs 100 feed; and 

4. Returns above feed cost per head or 
unit of production. 

VI Labour Efficiency ; 1. Labour cost 
per acre or crop acre; and 2. Labour 
cost index. 

Vll. Power and Machinery Efficiency : 

1. Power and machinery cost per crop 
acre; and 2. Power and machinery cost 
index. 

VIll. Efficiency in Buying and Selling ; 
I. Prices received for important products; 


2. Prices paid for major purchaiea; 

3. Price index: and 4. Expense per ocm. 

Owing to the relatively long produo* 
tion schedule in farming operations, ' 
reporting for management purposes 
should be as frequent as they are is 
other forms of business. It is sspecially : 
required in case of mechanised farming ) 
involving huge investment. The reports 
generally come only at the end of the crop 
year, f^ormore efficient management, there , 
should be frequent reports to manage¬ 
ment showing incomes and expenses and 
other financial and operative information* 
Such reports would benefit the fiinner 
and enable him to strive for better 
results than only an annual report. These ' 
reports would also provide cost of ^ 
production of a particular crop for 
enabling the farmer to take a decision for < 
future. 

To sum up, it can be said that it has 
now become imperative for all the agri¬ 
cultural units to adopt accounting tools, 
methods and techniques. With the 
increased use of better seeds, fertilizers 
and other inputs and improvement in 
the institutional factors, agriculture in 
India can be modernised by developing 
proper accounting system covering finan¬ 
cial, costing and management aspects 
of the farms 


r 

t 

t 


t 

t 

i 

X 

t 

t 

t 

X 

t 

z 

I 


Art you an Exnciitivt in Governmont Industry or Trado, 
dstirons of knnping yoursnlf abreast of day-to-day 
oeoaomic and financial avonts in India and abroad 7 

Subicribe to 

EASTERN ECONOMIST 

(India's laadinf aeonomic waaKly) 

UCO Bank Bldg., Parllamant Straet, 

P.O. Box No. 34. NEW DELHI-110001 
Phono: 330318 Gram i "RESEARCH” 


Ml*# 


509 


II. 1981 , 




tiff 


SFe CIRCUIT 
BREAKERS 

(From 66 kVto400 kVand upto 50 kA) 

NGEF THANKS KPC & MSEB 


vSSSm 
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NGtr doe^ it again—introducing 
high pcrformancp SF6 Circuit Breaker* 
from 66 kV to 400 kV and iiplo 50 kA 

NGU \ rollaborators. 

M G ILLr r UNKFN are the first In the 
uorld to olitr Sf 6 as arc quenching 
medium (Patint dated 6 9 19JH) The 
SF6 Circuit llrccikers which NGEF has 
introduc (d in India have many distinct 
features a hit It make tlx in the most 
relidbJf and compact Circuit Breakers 
Here are a few unique features 
Puffer type SF6 Circuit Breaker 
For insulation Low SF6 pressure For 
arc •quenching Generation of high 


pressure in an insulating no/rlc by 
compression Hence, trouble free 
indoors or outdoors No heating of SFb 
gas necessary even at low temperatures 

High Breaking Capacity 
1 lie arc Itself controls the blast 
intensity High short-circuit 
currents—high quenching power 

Small Switching Overvoltages 
I ow inductive currents are gently 
handled Overvoltage factors are 
extremely small Pre-Insertion 
resistors available for higher voltages 

No Re-strlking On Breaking 
Gas pressure, nozzle arrangement and 
moving contact speed matched such 
that capacitive currents are reliably 
interrupted without re-strike 

High Operational Reliability 
All gas compartments sealed by power 
gaskets SF6 gas cannot c scape, nor 
moisture tan enter 

Low Breaker Maintenance 
Simple erection, few moving parts 
Long intervals between inspection 


Pneumatic Drive 
Combines the advantages of SF6 
technology with the benefits of 
pneumatics Makes the circuit breakers 
much simpler Lower pressure which is 
less than 1/lOth of hydraulic drive 
Compri sseci on sysu m easy to instal 

The Karnataka Power Corporation 
(KPC) has alreadv. pln< ed order for nine 
220 kV SF6 Cue lilt Breakers lor 
Raichur Thermal Station and the 
Mahariishtra State Electricity board 
(MSEB) for five 400 kV SF6 Circuit 
Breakers 

NGEF thanks both KPC and MGEB 
for the conlidcnce repose d 

Customer confidence and 
preference were proved when the 
National Th«>rmal Power C orf/oralion 
awarded to NGPf s c ollaliorators 
At G TLI f f ONKr N against global 
lenders, the contrac t foi the supply of 
27 numbers of 400 kV Sf 6 Circ uil 
Breakers for seven suhslations including 
super the i rnal power stations at 
Ramaguiidam and Singraull 


NGEF-T HE DEPENDABLE NAME |N S WITCHGEAR 

'NcpuAtoMiiOMwint 

mmmlM AEQTBtEFUNKEN 

Byappanahallt. Bangalore 560 038 
OIBci* Ahniadabad. Bangalore. Bhopal. Bombay. 

Calcutta. Kanpur. Madras. New Delhi. Secunderabad 
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Point of View 


^ Public Sector Pricing Policy 

Thm Gov^rnmml of India hat from timo to lima lasuod guidollnaa 
to tho public soctor undorlakings In regard to pricing of thoir products. 
Govsrnmsnt Is of ths view that tho prlcss should bs fixed In such a 
way that public sector enterprises can become economically viable 
and contribute their share in the development process* 


IrHAS been suggested that public sec¬ 
tor undertakings should try to increase 
their efficiency in order to become pro¬ 
fitable concerns at the earliest. Those 
enterprises which are engaged in 
4^^ production of goods and services 
^ competition with the domestic 
producers, should be governed by the 
i»rices prevailing in the market. Such 
enterprises which arc operating under 
monopoly or semi-monopoly conditions 
are to be guided by the prices of com¬ 
parable imported goods. The prices of a 
comparable imported commodity would 
/serve as the normal ceiling while fixing 
the price of such undertakings. 


6ovarnment*8 View 

(I 

The Government’s view is that in both 
the industrial and agricultural sectors, 
I ^tional pricing policies have to take note 

mtensts of consumers, producers, na* 
I tional economy, besides purely the market 
considerations and the pressure of supply 
and demand. In other words, prices 
should be fixed in a manner not only to 
allocate resources in the most efficient way 
but also to achieve the maximum social 
benefit for the community through an 
equal distribution of income, e g., price 
should be equal to the marginal social 
benefit and also equal to the marginal 
social cost. The ne^ for a fair post-tax 
return on net worth of public enterprises 
in crucial industrial and agricultural sec¬ 
tors has been recognised. So public sector 
pricing is expected to take into consi- 
Oration this significant factor as well. 

But, a word of caution is also to be 
found in the Government guidelines re- 
l^ng to the prices of basic products. 
If naa beeu pointed out (bat steep rises in 
the prices of these products, howsoever 
joak^ thqy ntay be on tho ground of 




increase in the costs of productions, are 
bound to affect the general price level. 
The prices of these inputs affect the cost 
of production of many other public under¬ 
takings. Therefore, a rational pricing 
policy has got to take note of the conse¬ 
quences of increases in prices of one 
enterprise on the costs of inputs of other. 

Special Treatment 

The effect of rise in prices on the com¬ 
mon man\ budget too has also to be 
taken into consideration. The Govern¬ 
ment is conscious of the fact that 
commodities like soft coke and kerosene, 
which arc items of vital importance 
to the general mass of the people, 
have to be given special treatment in 
the matter of determination of prices, 
so that the adverse effect of price 
rise in the case of each commodities 
on the common man’s budget is 
minimised. Similarly, in the case of 
basic and key industrial and agricultural 
inputs, the Government takes continuous 
care to determine their prices in such a 
way that they recover only such costs of 
production as would be incurred in the 
event of enterprises attaining a satisfac¬ 
tory level of capacity utilisation. The 
apprehension is that in the absence of 
such a policy, the price determined by 
the Government is likely to involve under 
protection to sub-optimal utilisation of 
resources. 

It is obvious from the above that in 
public sector pricing policy, multiple 
considerations have to be applied. One 
is tempted to review major developments 
in the matter of pricing of important 
industrial and agricultural inputs which 
have taken place in the recent past. The 
commodities include fcrtihzers, coal, 
petroleum^ steel and food items like 
wheats rice and sugar. 


K. Ramchandra Prasad Singh 

On the basis of the 1977-78 Annual 
Report on the Working of the Industrial 
and Commercial Undertakings of the 
Central Government, it can be said that 
the prices of nitrogenous fertilisers were 
determined by the Government (efifectivs 
from November 1, 1977) in such a way 
as to make provision for a post-tax re* 
turn to the tune of 12 per cent on net 
worth in the event of 80 per cent utilisa¬ 
tion of the capacity of a fertiliser pro¬ 
ducing unit. Prices thus determined by 
the Government were refened to as re¬ 
tention prices for the units concerned. 
There is provision for payment of sub¬ 
sidy to high cost manufacturing unit. 
This subsidy equals the difference between 
the fair ex-factory retention price and the 
ex-factory realisation on the basis of 
ceiling selling prices, relevant to that 
unit. A uniform retention price was de¬ 
cided upon for all the units producing 
ammonium sulphate. Till the end of 
January 1979, a fat rate subsidy of 
Rs 1,250 per tonne of PjOg was paid in 
the case of complex fertilisers But 
from February 1, 1979, wc find the in¬ 
troduction of a rational price policy for 
complex feitilirers, the basis being the 
recommendations of the Bureau of Indus¬ 
trial Costs and Prices. 

Case of Subsidies 

As m the case of nitrogenous fertilizers, 
fair ex-factory retention prices providing 
for 12 per cent post-tax return on net 
worth were determined for various 
manufactuiing units. The manufactur¬ 
ing units are given a subsidy which 
IS equal to the diflcrencc between fair 
ex-works retention price and actual ex- 
works realisation. But the above scheme 
was not intended to cover single super¬ 
phosphates In Its attempt to rationalise 
the fertiliser prices, the Government also 
decided to give a freight subsidy to the 
manufacturing units, the subsidy repre¬ 
senting the difference between weighted 
average freight based on actual expenses 
incurred by the manufacturer on the 
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movement of nitrogenous fertilizers and 
the assumed amount of freight included 
in the build-up of prices. This was made 
operative from the same date (1.11.1977) 
when retention prices for nitrogenous 
fertiliser!: were introduced. In August, 
1978, a scheme of road fieight subsidy 
I was also introduced. Under this scheme, 
the manufacturers are reimbursed an 
amount equal to the difference between 
expenditure for transpoit by road and 
the rail freight This scheme of road 
freight subsidy was made admissible upto 
(he end of March, 1980. 

As regards coal, wc find that conse¬ 
quent upon the nationalisation of private 
sector collieries, the price of coal was 
determined with effect from April, 1974 
It involved an avciage increase of about 
Rs 10 per tonne. On an average, the 
per tonne price of coal was fixed around 
Rs 47.21. But with eflect from July, 1975, 
the Government conceded an additional 
increase of Rs 17.50 per tonne. However, 
it will not be out of point to mention 
that on both these occasions the actual 
increase in prices was less than the actual 
increase in the costs of inputs, including 
depreciation and intcicst. Though the 
costs of inputs soared up, thcie was no 
increase m the price of coal for quite 
some time after July, 1975. But this deli¬ 
berate decision of the Govei nnicnt to hold 
down the price intensified the difficulties 
of the public sector coal companies 

Internal Resources 

As a lesult, generation of inicinai re¬ 
sources was far from being adequate 
The coal undertakings, therefore, had to 
obtain ways and means loans fiom the 
Government. When in 1978-79 it W'as 
realised on the basis of higher costs of 
production that the then price of Rs70 11 
and Rs 73 70 (average pi ICC p.r tonne in 
Coal India I imited and the Singareni Coal 
Fields Ltd, rcspcctivel>, including excise 
duties) resulted in short recoveries of costs 
of inputs to the tunc of Rs to Rs 30 per 
tonne, coal piiccs were raI^cd by Rs 3L07 
per tonne in the case of Coal India Limit¬ 
ed and Rs 26.22 per tonne in the case of 
^ Singareni Coalliciie.s. Alongside this 
revision, the central excise duty levied on 
coal was discontinued. These price rises 
were made effective from August 17, 1979. 

CASTERN ECUNOMlST 


But in January, 1981 the Prime Minister, 
Mrs Indira Gandhi came out with the 
statement that the prices of such goods 
have been artificially held down for quite 
some time and it is high time that wc 
should give up this policy of artificially 
keeping these prices low. In a way, she 
hinted that our public enterprises should 
now think of not only standing on Ihcir 
own legs, but also of earning some sur¬ 
plus. She had side by side pointed out 
that wc should think in terms of reducing 
the tax burden. >Vhat is at the back of 
her mind is possibly that we should now 
bank upon our public entei prises also for 
our development needs. 

Kerosene Price 

With regard to the price of kerosene, 
the Government’s claim is that despite 
frequent increases in crude oil prices by 
the OPEC, It has not increased the price 
of kerosene to any appieciablo extent, 
because such price increase had to be 
kept to the minimum owing to kerosene 
being one of the items of consumption of 
the common man. While fixing the piiccs 
of petroleum products, the G ivcrnmcnl 
lias kept (wo things in mind. The fust 
consideration is the increasing difhculties 
in procuring crude oil and the second has 
been the need to airest the high rate of 
growth in (he demand for petroleum pro¬ 
ducts. In keeping with these two conside- 
lations and also in view of the substantial 
and frequent increases in the prices of 
petroleum products, the Government has 
also revised the price of petroleum pio- 
ducts from time to lime. As distinguished 
fiom kerosene, (he prices of petroleum 
pioducts have not been deliberately kept 
low Tins discrimination is obviously 
based on social considerations. But, of 
late, this distinction is getting blurred by 
frequent raise in the pi ice of kerosene 
also. 

Some more insight into the Govern¬ 
ment’s public sector pricing p jJicy can be 
had if wc care to examine some of the 
recent increases in steel prices. This exa¬ 
mination will give us an idea of how the 
Gavernment is deliberately trying to fix 
the prices of public sector goods in such 
a way that they can be made to depend 
on themselves for building up their deve¬ 
lopment funds. Besides, it is obvious 
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from this sort of analysis that theOovern- 
ment has realised the imperative need for 
rationalisation of prices in the light of 
frequent increases in the costs of produc- 
tion. 

Prime Necessity 

For quite some time, increase in the 
cost of production in the steel industry 
wasengaging the attention of the Govern¬ 
ment. Besides, it felt the prime necessity 
of creating a separate development fund 
for the steel industry. Hence, it decided 
to nationalise the prices of different pro¬ 
ducts of this industry. Steel prices, there- 
foie, were leviscd and re-revised to meet 
the above requirements. This look place 
in four quick successions—on March I, 
1978, June 5, 1978, September 9, 1978 
and April 4, 1979. Hardly within a span 
of one year or so steel prices wete revised 
and adjusted as many as foui times. It is 
clcai from the following : 

“(a) Increase in excise duty of steel by 
five per cent from March I, 1978. 

(b) General revision of steel prices 
cflcctive from June 5, 1978 whichcom- 
piised of the following : 

(i) Price increase to producers which 
yielded an average of Rs 175 per tonne ‘ 
of saleable steel. 

(ii) Increase in railway freight by Rs 30 
on pig iron and Rs 45 tonne on saleable ^ 
steel. 

(lii) A levy of Rs 100 per tonne for 
non-priority categories of steel i.e. other 
than plates, structurals and railway mate¬ 
rials termed as Development Surcharge to 
be deposited in a separate fund maintained 
by the Government 

(c) Levy of import surcharge of Rs ICO 
per tonne from September 12, 1979 (Rs 54 
per tonne on skelp) on such categories of 
steel which were to be imported from 
abroad. 

(d) Increase in prices from April 7,1979 
comprised of the following: 

(i) A development surcharge of Rs 100 
per tonne on pig iron 

(ii) A development surcharge of 15 per 
cent on basic price exclusive of develop¬ 
ment and import surcharges currendf 
being levied on saleable steel other than 
railway materials, 

(iii) An import surcharge of R$ 100 



per tonne on all items of saleable steel 
other than railway items in addition to 
what was imposed on September 12, 
1978.” 

Steel prices have been revised upwards 
further during the last two years and some 
items such as bars and rods and billets 
have been freed for price control. 

We can try to read between the lines 
and easily find out why these changes 
were made. Since 1973. the Government 
was following a dual pricing policy, whuh 
was discriminatory against the medium 
and small industries and in favour of the 
large ones. There were two sets of prices 
in the market. Ex-plant deliveries were 
made at lower rates, whereas cx-stock- 
^ard deliveries were made at higher rates. 
Large consumers, who could buy full 
rake-loads, were taking ex-plant deliveries 
and reaping the advantage of the dual 
pricing policy. But the medium and 
small consumers, whose requirements were 
less than rake-loads, had to take only ex¬ 
stockyard deliveries at higher rates and 
thus were discriminated against. Ratio¬ 
nalisation of price policy with regard to 
steel thus was called for. Now the con¬ 
sumers are charged uniform prices regaid- 
less of the place of delivery. While fixing 
this uniform price, the Government has 
taken care to minimise the impact of 
^ price increases to cover cost escalations 
/occuringin the last five years. It also 
wanted to ensure a fair return to the 
industry. 

Due Weightage 

In keeping with these decisions the 
Government took note of the fad that 
the steel industry had already recovered 
a good part of escalation in costs (that 
had occured since 1973) by way of adjust¬ 
ments in stock-yard prices because nearly 
three-fourths of the consumers were con¬ 
cerned with the stock-yard prices, and 
not with plant prices. So the increase in 
prices had been kept at Rs 175 per tonne 
only. In the calculation of prices, the Gove¬ 
rnment had assumed a capacity utilisation 
at 90 per cent and given due weightage 
to the norms of the most efficient pro- 
^ ducers. 

A uniform rate of railway freight is 
charged from the consumers. In ordet 
to regulate the recovery of uniform freight 
charges from all consumers, a freight 


equalisation fund is operated by the Joint 
Plant Committee under the Chairmanship 
of Iron and Steel Controller. But the 
fund showed a negative balance for quite 
some time due to frequent changes in 
railway freight tariff without correspond¬ 
ing matching incicase in steel prices. In 
o.der to cover up past losses and future 
expenditure, increases in railway freight 
were made with effect from June 5, 1978. 

Steel Development Fund 

It was realised that the steel industry 
has to be up-dated in matter of techno¬ 
logy. For this dependence on the gcneial 
exchequer was thought undesirable. In¬ 
stead of dependence upon the budgetary 
support for modernisation, development 
and expansion of the industry, it was 
thought proper to create a development 
fund. In ordci to ensure a definite mini¬ 
mum sustained flow of funds for the pur¬ 
pose, a surcharge of Rs 100 per tonne on 
non-priority categories of steel was levied. 

When the Government found that the 
demand of steel had outstripped domestic 
production, it decided to import adequate 
quantities and to build-up a buffer stock 
to hold the price of steel. It was consi¬ 
dered essential to ensure a steady supply 
of this commodity to domestic industry 
and to exporters of engineering goods. 
But it was found that even after exemp¬ 
tion of duties, the prices of imported 
steel were highei than the prices of 
indigenously produced steel. So the 
Government was worried to see that the 
burden of higher price of imported steel 
was equitably shared by the consumers. 
With this point in view, a system of 
pooling of imported and domestic prices 
was introduced. On the basis of this 
pool pricing, the consumers of imported 
steel were .saved fiom being discriminated 
against. With cftecl from September 
12, 1979, an import surcharge ofRs 100 
per tonne was levied on certain categories 
of steel. On skelp this surcharge was only 
Rs 54 per tonne. 

On February, 1981, the Government 
decided to raise the prices of steel items 
by 20 per cent and the prices of pig iron 
by Rs 400 per tonne. There is every 
likelihood that in the new pricing scheme, 
efforts have been made to further augment 
the resources of the Steel Development 


Fund, which was created in June, 1978. 
The Government wants to sec that the 
industry is not allowed to languish for 
want of adequate resources. By stepping 
up the ex-factory prices of steel items^ 
the Government wants to siphon off a 
substantial part of the windfall gains 
accruing to the middlemen and the 
traders engaged in the field. Steel pro¬ 
ducers are incidently benefited. It is 
felt that til) now the Government has been 
following price policy largely aimed at 
favouring the steel consumers. In order 
to give a big push to the growth of steel 
based industries like engineering, the 
Government had been deliberately keeping 
steel prices at a relatively low level. 
So, now, theie is a growth realisa¬ 
tion on the part of the Government to 
rationalise the prices of steel m favour 
of the producers. 

Foodgrains Field 

Coming to the price of cereals and 
sugar, we find that the Government’s 
policy is aimed at maintenance of stabi¬ 
lity in the prices of foodgrains. It also 
claims to allow a suitable price realisa¬ 
tion to the farmers, and to create 
adequate buffer-stocks. With these 
objectives in view, significant changes 
were made in the prices of foodgrains 
traded by the Food Corporation of India 
in and after 1978-79. By way of illustra¬ 
tion, the following examples may be 
quoted. 

The procurement price of wheat which 
was Rs 105 per quintal piior to March, 
1977 was raised to Rs J10 per quintal in 

1977- 78, and to Rs 112.50 per quintal in 

1978- 79. It was further raised to RsllS 
per quintal in 1979-80. The issue price 
of wheat was revised from Rs 125 per 
quintal to Rs 130 per quintal with effect 
from December, 1978. 

There was no change in the issue prices 
of ncc in 1978-79 or after that. But 
there was change in the categorisation of 
nee. Instead of four categories only 
three categories were retained, with the 
result that the varieties which were 
classified as coarse rice in 1978-79 were- 
rc-classified in 1979-80 as common variety. 
Of the three varieties—super fine, fine and 
common—the last one was issued at 
the lowest rate of Rs 150 per quintal 
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whereas for first two, the issue prices were 
Rs 172 and Rs 162. The issue prices 
of rice and wheat are not made to cover 
costs incurred on procurement, storage 
and transportation, because issue prices 
are determined by the Government on 
various socio-economic considerations. 

The Government of India gives subsidy 
to the Food Coiporation of India equal 
to the difference between the costs of 
procurement (including storage and trans¬ 
portation) and the issue prices. This 
subsidy amounted to Rs 563 92 crorcs 
in the year 1977-78 and the amount of 
subsidy in 1978-79 was equal to Rs 560 70 
crores. As regards sugar prices it has 
been seen that the Government deter¬ 
mined the procurement puces for levy 
sugar separately for each /one but the 
issue puce of levy sugar was the same 
all over the country. The issue price of 
levy sugar was in recent past raised 
more than once. It was increased from 
Rs 2.15 per kg. to R.s 2 30 per kg in 


1978-79. Recently, this price has gone 
up to Rs 3.50 per kg. This rise came 
into effect from December, 1980. The 
procurement prices of foodgrains and 
other farm products similarly, have been 
raised significantly in the last two years. 

A close perusal of the trends in the 
price policy of the Government gives us 
the impression that it has not yet fully 
developed any precise and uniform policy. 
Dinferent public undertakings have been 
following different price policies condi¬ 
tioned by their internal and external 
circumstances. Some of them, like 
Hindustan Antibiotics and Hindustan 
Insecticides have been required by law 
to follow a policy of no-profit no-Ioss. 
Some of them aie expected to incur 
losses because of developmental, social, 
p(ylitical and other considerations. Some 
public enterprises arc expected to adopt 
a price policy which may bring in prolits 
on the whole but may follow a deliberate 
policy of loss in certain directions. 


Suitable examples are the opening of 
rural branches of nationalised banks and 
the Janta Policies of LIC. At times 
they are allowed to reduce their prices ^ 
or tariffs in order to popularise their 
products and services. 

Many of our public enterprises, 
however, arc generally following or at 
least trying to follow a policy of profit¬ 
ability. The Indian Railways and the 
Reserve Bank of India arc two suitable 
examples of it. They are contiibuting 
considerable amounts every year to the 
general exchequer of the country. But 
in most cases, wc find that whenever a 
private enterprise has been nationalised, 
the prices of its p.oducts have gone up.f 
Another important feature of public 
sector pi icing in India is impoit-parily 
puce. The pool price of steel products 
IS an example in sight. There has been 
a bias in favour of long-term contracts 
and bulk purchases as we have seen in 
the case of steel industry. 
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(FERROUS FOUNDRY) 

1ST POKHARAN ROAD. PANCHPAKHADI 
THANA • 400 606 
( MAHARASHTRA) 

Leading Manufacturers of 

Malleable Iron Castings for Automotive and Electrical 
Transmission and S.G. Iron Axle Box Bearings, 
Crankshafts etc. upto 1 Ton. 
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Focu$ on InduMtry 


Chemicals Machinery Forging Ahead 


TiitRr ARK 86 units engaged in the manu¬ 
facture of various items of chemical 
machinery. The installed capacity of the 
units in production is estimated at Rs 105 
crores. 

The production which during the year 
1976 was Rs 67.40 crores rose in 1977 
to Rs 68.37 crores and in 1978 to Rs 71.99 
crores, respectively. 

^ Indigenous capability is well-established 
"'for supplying equipment needed for 
caustic soda plants, sulphuric acid plants, 
water treatment plants, alcohol and 
solvent extraction plants etc. Many 
manufacturers have technical collabora¬ 
tion with well-known firms and are in a 
position to undertake fabrication of a 
wide range of piocess equipment like 
pressure vessels, heat e\changcis columns, 
etc. 

The demand for chemical plant and 
equipment including heavy fabricated 
machinery is correlated to the programme 
of user industries like fertilizer, petro¬ 
leum refining, petrochemical, heavy 
organic chemicals, drugs and pharma- 
^ ceuticals etc. The manufacture of chemi¬ 
cal plant and equipment requires long 
production cycle and the actual growth 
pattern will depend on the fl >w of orders 
from user industries mentioned above. 

Based on the likely requirements for 
equipment in areas like fertilizer, petro¬ 
chemicals, etc. the tentative demand for 
chemical plant and machinery including 
heavy fabricated equipment during the 
next five years is estimated to grow 
around 10 per cent per year. The capacity 
already on ground and in the pipeline 
would normally be adequate to meet the 
likely demand. The implementation of 
capacity in the pipeline is being watched 
to cater for the need of additional require¬ 
ments. Scope exists in the field of 
^•certain specialised items of chemical 
'>’^^achinery such as glasslined equipment, 
storage for cryogenic applications, 
efDuent treatment plants and specialised 


pharmaceutical machinery. Manufactuic 
of these items is likely to be taken up as 
a measure of diversification by the exist¬ 
ing units. 

Chemical plants and machinery indus¬ 
try caters for the process chemic.il indus¬ 
tries. The manufacture of such machinery 
IS essentially custom-built. This high¬ 
lights the need for development of 
process design consultancy. Keeping 
this aspect in mow. manufacturers have 
to make concerted efforts to acquire 
process design competence in close asso¬ 
ciation with the process design consul¬ 
tants. 1 orcign collaboration can also be 
considered on merits. 

Some manufacturers of chemical plant 
and machinery aie us under * 

Agitators Mixers ; (1} M/s Larsen 
& Toubro Ltd , I & T Htiusc, Ballard 
Estate, Bombiy (2) M/s The National 
Rayon Corpn Ltd., P B. No. 11118, 
Eros Theatie Building, I, jamshedji 
Tata Road, Thana. (3) M/', New Stan¬ 
dard Eitgg. Co., NSE Estate, Goregaon 
East, Bombay. (4) M/s Shreno Ltd. 
4/22-23, Industnal Estate, Gorwa Road, 
Baroda. 

Dyers : (1) M/s Bucka-Wolf New fndia 
Engg. Works Lid., P.O. Bag No. 22, 
Pimpri, Poona. (2) M/s Hindustan 
Development Corpn. Ltd., Hindu I amilv 
Building, 27, Sir R.N. Mukherjoc Road, 
Calcutta. (3) M/s Indian Sugar & 
General Lngg. ('orp., P.O. Yamiinanagai. 
(4) M/s Utkal Machinery Ltd., Kansbahal. 

Evaporators & Condensors : (1) M/s 
Anup Engg. Ltd., Anil Starch Premises, 
Anil Road, P B. No. 1164, Ahmcdabad. 
(2) M/S Bharat Heavy Plates & Vessels 
Ltd., Visakhapalnam. (3) M/s De-Smet 
(India) Pv.. Ltd., F-BIock. Shiv Sagar 
Estate, Dr Annie Besant Road, Bombay. 

Glass Lined Equipment: (I) M s Bengal 
Enamel, 24, Chittaranjan Avenue, 
Calcutta. (2) M s Glass-Lined Equip¬ 
ment Co. Ltd, Umreth. 

Heat Exchangers & Coolers: (1) M/s 


Air Coils Mfg. Co. Pvt. Ltd., 326-329. 
Hind Rajasthan Bldg., D. Phalke Road, m 
D adar, Bimibay. (2) M/s American »' 
Refrigerators Co, Ltd, Block ‘A*, Hide 
Road, Kiddcrporc, Calcutta. (3) M/s - 
Leriiplant Engg. Co. Ltd., 188, Lake 
Road, Bhandup, Bombay. (4) M/s 
Texmaco Ltd., Birla Bldg, 9/1, R.N. 
Muklierjec Road, Calcutta. (5) M/s 
Vukan-Laval Ltd., Mustafa Bldg, Wal- 
cliand Hirachand Marg, 1^’ort, Bombay. 

Mcrcurv Cells for Caustic Soda; 

(1) Mk Metro Wood tngg. Works Pvt. I 

ltd, N. K House, Ashram Road, ^ 
Navrangpuia, Ahmcdabad. I 

Pressure ^'cssels. Reaction Vessels/ ' 
Autoclaves. Chemicals Storage Tanks, 
Chlorine tanks, Containers etc.: (1) M/s t 
Buiklworlh Limited, Dispur, Gauhati. (2) 
M/s (’eniial India Mfg. Co. Ltd., Mai* 
god A'an Road, Bhuiatpur. (3) M/s Testeels 
Limited, Navdeep, opp Akashwani, 
Ashram Road, P.B. No 5, Navjivan, 
Ahmcdabad. (4) M,s Texmaco Limited* 
Birla Bldg. 9/1, R.N. Mukherjee Road, 
Calcutta. 

Reformer 'Lube, Radiant Tube Absem* | 
blics: (I) M/s Nitin Castings Limited, 1 
Commeice House, 21, Ropewalt Street* | 
J orl, Bombay. (2) M/'s Uni Abex Alloy 
Product Ltd, Liberty Building, Sip 
ViihuldasThackerscy Marg, Bombay. 

Titanium Metal Anodes, Titanium Heat 
Exchangers- (I) M/s 1 Itanium Equip¬ 
ment a Anode Mfg C'o. Ltd., Madras. 

Water Treatment Plant : (1) M/s Bird 
& Companv Ltd, Chartered Bank Bldg, 
Calculla. (2) M/s Indian Sugar & 
O^ncial Lngg Corpn, P.O. Yamuna- 
nagar. 

Other Lqu pmcnts for Pharmaceutical 
lndustr> ; (I) M/s Cadmach Machinery 
Co Pvt. Ltd, Gjrwa Road, Vadodara. 

(2) Ms Gin Sons Ltd.; 207, Kakad 
Chambrs. Dr Annie Besant Road, Worli, 
Bombay, 

—Hardev Singh 
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Ihese difticullics notwithstanding* 
the mfrastiULture situition and 
availability of critical input has 
impiovcd in the last ^ 4- months 
Although the foiccd (uitigcs of the 
atomic powei st itions tontinue giv¬ 
ing occisional jolts to the industrial 
units, it IS hoped ihit if the mun 
soons aie normal the power 
situation may become taiiJy comfot- 
t ibic and the industrial activiiv mav 
gathei adequate momentum 

Ssnetionh 


Shn R D lhap'ir 
Gentlemen 

It gives nu gaat plo isiirt to v\cl 
come you this moinmg to 26lh 
Annual General Meeting ol the 
Shareholdcis of this Coipoiiiion 
Copies of the Aniiu il Report on the 
working itsults ot the Coipoation 
for I9K0-KI as also thcSiakment of 
Accounts and the Audilois* Rcpoil 
thereon have been in your hands lor 
sometime now I hope you ha\e 
been able to go through the same 
and 1 shall, therefore with vi»ur 
permi*:sion like them as icid 

Review of operations 

You aic awirc that the year I9S() 
81 has been a dilhcult one in manv 
ways Power cuts m m my parts of 
the Staic in the first three months ol 
the year as also froiu DeutnilKr 
onwards (ill the close of (he yc ir 
created a number of problems foi 
not only thu indiistn il units lin me 
ed by us but othst industn il units is 
well Ihc monsoon plavcd tiumt 
and the ssholc ol the Sirttwis 
faced with unpreccdeniLd dioiicht 
The combined effect of pov\cf short 
ngc and drought rcsulte I m icduced 
productivity m the industn il imits 
and reducal putslusing pnwci <il 
the people at luge cu itm i pc u 
liar situation wlieie tlu cih gciK 
ration m the c s ol most of inuts 
assisted b> us Wits in idcqii ilc It i 
a mattei ol some satisfaclum t me 
as it \\ill be t > \ou ail that despite 
Ihese consti imts, difficulties and 
piob'cms innate enticprencurml 
skills of the people of the Stale 
asserted themselves and wc have 
ended (he year with aihiound pro* 
gress which 1 will touch upon 
shot lly 


As vou arc awaic that we have 
now completed years c f our 
opw,ntions All these >eais we had 
tiled to make o it cemuibiition i > 
the St cimtbeiimg and divcrsificttion 
( f the indiistiial base m the State 
Wc have attempted to icach the 
entrepreneurs m most b ckward 
isolated and inaccessible areas ot the 
State I his is leflccted in the fact 
tint 1582 appliciiions icceiscd m 
the ^hth ycai ol cclivity of the Coi 
poiation are n oic than 50% 
i>f a tenal of 8659 application 
received in the pievious 2^ jears 
1 ikcwisc, the sanctioned apphea 
lions numbcMing "’917 rcpiesent 
ol 6140 loan applica¬ 
tions sanctioned till March 1980 
(2*1 veais) Sanctions in monetary 
terms in 1980 81 amounted to Rs 
(7'*9 croits as against Rs 100 70 
crorcs m the prevu us 25 yens II is 
thus apparent that the activities of 
the Coi poration have now gathered 
siilhcicnt momentum and thrust and 
It would he out endeavour to main¬ 
tain this m the years to come 

\ssistancc for captise power 
generation 

1 h ive touched bricfh upon the 
power SI »i ition earlier in my speech 
In oidci to minimise the hirdships 
of the cnticprcncuts, loans were 
Iibeially gianicd for purchase and 
install Uion of captive Diesel 
Cicnciatmg Sets We have also 
decided tint such assistance should 
not be confined only to the units 
assi (cd by us biP should he avail- 
ib'c to other eligible units al o In 
pijMimee of thcsi decisions 73 
units wc c sinctioned loans m tie 
sen imdci riMCw 

Disbursement of loans 

Lxpodilcd disposal of applicatu ns 
made bv voiii (orpcratioii has 
as«>iimcd luither significance as the 
protections arc threatened with cost 
e&calaiK ns arising (ut of infla 
tionurs situation It will be a matter 
ot salistactiou to all of is that (he 


disbursements during year under 
review are placed at Rs 26 10 crores 
representing an itciease of 
45 48% over the disbursements of 
Rs 17 94 crorcs in the pievious year 
In passing, I wish to mention that 
our disbursements would have been 
much higher but for the fact that 
large sums of money become avail¬ 
able onl> t( wards the end of the 
year, which are onl\ reflected in the 
closing bilancc but could not be 
utilised during the >car Wc pio- 
po c to iiiftnsify cfloits toobtiin 
timely iclcjseot funds so that an 
even flow of disb irsemcnts i 
maintuincd 

Release of Subsids 

You are aw ire ih it Ihc Central 
Cjoveinmcnt piovides investment 
subsidy (n IS, m six disti ic s 
of the State In iddili >n, the 
State (lovAinm nt piovidessub dv 
m all Ihc rem lining twcMtty di tricls 
except in the ui b m limits of laipur 
Kola, Ajiiivr and Bikanci It is a 
mliter of satisfaction that during 
the ycai under review i sum of 
Rs 45 3 I ikhs was disbursed to 1097 
units as compaied to Rs J36 lakhs 
to 311 units during the previous 
year showing an impressive increase 
of 23 3 09"„ in the amount 
disbuised and 231 42"o in the 
number of units coveiwd Weean 
derive still more satisfaction fiom 
the fact that the amount of subsidy 
disbursed m 1980-81 is 315% 
more than the total subsidy disburs¬ 
ed till 31 3 1980 

Resource mobilisation 

This scale of operations has been 
possible because of the liberal sup- 
poit extended to the C orporation 
by the State Government and the 
Industrial Development Bank of 
India You will be happy to know 
that the Stite Government despite 
their own financial constraints pro¬ 
vided share capital of 160 lakhs 
to the C orpoiation in the year under 
review as against the budt,eted pro¬ 
vision of Rs 85 likhs TheJDBI 
also extended similar supnt rt 
Since some of these contiibiitK ns 
were received after the cl< sc of the 
year, they die no* reflected in the 
Balance Sheet in full This capPal 
support of Rs 320 lakhs luge the* 
with the earlier share capital en¬ 
abled us to (ct I ef I nance of Rs 1761 
lakhs during the year under review 
agaimt Rs 1 ^99 lakhs in the year 
ended March, 1980 representing an 
increase of 35 57®, In addition, 
we also raised Bonds of the 


value ol Rs 60S lakhs in the year 
under Icvlew against Rs 578 lakhs 
in the pievious year Resources wrere 
also augmented by the recoveries of 
the order of Rs 883 lakhs represent¬ 
ing an increase of *^0 56®, over 
the pievious vear 

Rocoveries 

The ieco\ei> of the loins advanc 
ed IS a pioblirn which is being facitii 
by all the krin lending mslilutions 
including (lie State 1 inanciai ((W- 
poiations ind t lu C orpoiation also 
h IS Its own sliaic of pioblcnis and 
diftieiiliies I he in nn sii itcgy adopt 
td bv the ( orpor it ion w is a c m 
slaril ind cjincerlul follow up of 
thcdtfiuliin units \ \sltm his 
been devised which en ibics the 
Blanch Managti to gel in touch 
with the boriowinp units sonietimc 
prioi t(> tile ditL on wiiich the 
amount f ills dnt Bei iiisi of the » 
constant follow up we hoc been 
able lo iccmer Rs f8 3 lakhs against 
Rs 1122 hkhs which kll due m 
1980 81 I his rcpiescnts a ic*coveiv 
of 78 3*^ , against 71.81®, 
in the previous vc n Oui ovci • 
dues a! Rs 867 lakhs show a mar¬ 
ginal incrctse of Rs 15 t lakhs as 
compaied lo ail amount ol Rs 714 
lakhs overdue on 31st March, 1980 
This IS a n Rural consequence , , 
increasing operations Whit is morcv ^ 
relevant is that the over dues as a 
percentage of loan outstanding have 
gone down from 15 19%, as on 
313 80 to 12 66®^, on 313 81 
Although this is mainlv due to the 
efforts put in bv the Officcis of 
the rorporation I would hi failing 
in my duty if I do not express my 
gratitude to the entrepreneurs who 
despite many diflicuit*es of their 
own have icahscd ihii ultimately 
then own welfare lies in stiengthen- 
mg the hnancial position of the 
Corporation bv making timely 
paynunts 

Looking ahcNd 

Having completed 26 years of 
operations it miv pci haps be worth¬ 
while to p use and considci rut 
strategy for the ycirs lo come A 
large number of entrepreneurs have 
come tc> u m the past with hope 
and laith Modestly wc can claim 
toha\c iiuituKd their hopes and 
maintained their faith We hope, 
many more entreprcneuis will give 
us the privilege of helping them CAi 
our part oui endeuvours are to 
consolidate our operations The gap 
between the sanctions and disburac- 
ment^ will need to be narrowed 
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do\in Impiicii in this is the need to 
leduce the inteivjl bct\vocii the 
sanction of loan and execution of 
documents All this will requite 
improvement and simplification of 
procedures. In cjitam cases aug¬ 
mentation of manpower may be 
necessary 1 ightcr control ovei the 
branch opeiutions is needed special¬ 
ly because the powers of disburse¬ 
ment enjoyed b> them arc very high 
as compaicd to most of the similar 
Corpoi at ions 

Increasing emphasis being placed 
by the Oovernment on the welfare 
of weaker sections specially sche¬ 
duled castes scheduled tubes is wcJI- 
known It i» an article c f faith with 
us also While our doors are open 
to all enticpicneurs wc will try to 
the wc ik and poor a little more 


than otheis. During the >eai under 
leview we participated inacimpaign 
f iunched by the Government of 
Rajasthan to identify the entrepre¬ 
neurs belonging to weakei sections 
especially Scheduled Castc> Sche¬ 
duled lubes A numbei of idcnti- 
Hcd enticpieneurs have been helped 
Many more aie to be helped duiing 
the current year The pioccss of 
identilying helping and guiding ihe 
entrcpicncurs belonging to weaker 
sections will continue 

Before I conclude, it may he 
woithwhilc to shaie with you, biiHy, 
our operations in the first quarter 
of cuirent year Wc have alrculy 
sanctioned 1 )ans amounting to 
Rs HOI lakhs to S20 units, out of 
which '*01 bcncfjcidiJcs belong to 
Scheduled C asies Scheduled 1 1 ibes 


In financial tcims, the assistance 
extended *o the entiopicneuis be¬ 
longing to S( SI IS Rs 22H lakhs 
out of a total of Rs 1101 lakhs ” he 
loan amount disbursed is Rs 700 
lakhs and the am )unt of subsidy 
disbursed is Rs 120 hkhs I hi 
achievements ol the first qii iitei aie 
likely to be impiovcd upon in the 
remaining three qiurters of the 
yeai Hopefully we will end the 
current financial year on a much 
bettei note than the veai under 
review 

Having said all this, 1 icalise that 
we have a long way to go With 
yoiii suppoit, continuous faith oi 
cntiepicncuis and constant coopc- 
lation of State Cjovernmcnl and the 
IDBi, wc hope to contribute oiii 


mite to the industrial development 
ol the State 
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Bearer Bonds Validity 
Upheld 

By A majoiity of 4 to 1 a 
Constitution Bench of the 
Supiemc Couit, presided o\li 
by the Chief Justice ol India 
lecenllv upheld the Consiiiu 
lional N a lid It > ol the Special 
Beai Cl Bonds Ordinance and 
the Act whieh followed it fht 
Supreme (ourt announctu 
oni> the final order and did 
notdeli\ci the )udi;cniLnt which 
would contain tlic icasons to 
suppoit the final oidei \' hik 
the nia)oiii\ ludi-cs Mi ( hid 
Justice \ V ( hindi lehiid 
Mr Iiisticc P N Bhaiwali Mi 
Justice AN Sen Mi lu lice 
S M I a/t I Ah amuMinctd 
that the special Ikaici Bond 
(Immunities and I umptions) 
Ordinance PkS' is not out uc 
the Constitution md the Ad 
did not vniiic the tiiuilii\ 
clause contained in the Aitick 
14 ol the C onstiti tion 1 he nii 
noritv ludiie Mi lusticc A ( 
Gupta iiowe\ei di scnicd lioni 
that view and annoiiiiecd that 
he, foi the leasons which \oiild 
be announced late i holds both 
the Oidmancc and the Act is 
violati\c Ol Aitieic 14 ol ihe 
Constitution 

it ma> be lecalled hcic tint 
the C cut la I Govc inmcnl issued 
Jn Januan 1981 as oidmancc 
known as ihe Special Be ici 
Bonds (ImmuniHc md I \cnip 
lions) Oidmmce I9SI li 
picamble de ciiIkc! tiu e»h|Lcl 
thus **toi dicclixe econoniie 
and social plaiinnm it is riLces 
sarv to canalise loi pioductixt 
puiposes black nioiie\ which 
has become a sc nous thic it to 
the national cconono f oi 
fulhlhngthisobiect the ( cnli il 
OoNcrnnient issiedlht Special 
Beaici Bonds 1981 ol the 
faee \aluc ol Rs 10 000 whose 
ledcmption vahe alter ten 
ycais will he Rs 1? 000 

The pi ess note which was 
jksj»ued along with said Ouli- 
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nance described the purpose 
ol the oidinance thus the 
scheme oficis an oppoitiinit> 
to pcis(nis who ha\c 'inaccount- 
cd monies to iiiNcsl the same 
in these b >nds Jhis will eii 
iblc the canalisation ‘>t such 
monies loi pioductivc puiposes 
m the oxciall mtcicst ot the 
ccononi\ Jhc bioad Icaluics 
ot the schcnit will include an 
assLiumec that the sou ice c'lf 
imunts msested m the boncis 
will noi be ciuc lioncci Ihe 
die nit will be compk d\ m 
depencic nl d the I \ iciinnns 
li turn 

At Ihe Imie ol llu mnounee 
meiit ol Ihc clteiiie llelinmee 
Minislci Ml R \enl il.n nian 
I lie cl ill t he c speelni ll e 
\ielcl lioin Ihe ehenie ti» he in 
ihe KLion d Rs I 000 eioic'' 

I llinialeK Ihesehciie \ielced 
imidi II s amount iMid thou* h 
tlieeMd nioiinl I not known 

II ISC Imnlccl lluil llic sehcnie 
Ins vidcicd jppioMinaleb 
Ks 400 ei Oles 

Public Enterprises 
Selection Board 

The Union Cio\ei ament u 
e(>n liluled the Public liilei- 
pi ises Seleelioi BoauifPl SB) 
the eiuciil ai’cncv to leeiiiit 
top men m I lie public sec loi 
iindei t ll lip's Ml K Pun 
his been lepltced In Mi k P 
Billiiioin as the pail time 
( ll Mill n of the leeonstiluted 
bi>lii) Ihe tile 111 be IS ol Ihe 
new Ixnid will be An VieC 
M ll h ll (idiiccl) Mi III 
I all! I)i S \ lid 1 lum Chaii- 
nian f imimeis India I imiled 
«md tcuniei ( hiiMiian of India 
Pe 1 1 ok i m C he in lea I» C or pen a 
lion ( ol S P W ihi of Oil 
and Nat III d Cias C om mission 
(ONCiC) nd Mi S M Ghosh 
Sc'cie'lan n the Depailmcnt of 
riulnslr\ Mr P x. Ba^u Diiee- 
loi Geneial ol Buicmu ol 
Public Lnteipiises (NPl 
wircontimie to be the mcmbei- 


sccictar> This diaslic step in 
iceonsiituting the board is be¬ 
lieved to ha\c been taken as a 
first step to proiessionalise the 
public scetoi undci takings, 
which hast become the whip¬ 
ping bov of the critics in and 
outside Pail lament 

The decision is believed to 
have been taken at the instance 
of the Piinu Minister who is 
ciedited with the mcw that 
time base onit to lake measures 
on a piioiity basis Iht le- 
eonstilLifion of the boaid is 
expected to follow olhci ini- 
poitaiil steps to tone up and 
streamline the woikmg ot the 
public sector undertakings in 
which more than Rs 16 000 
eioie have been invested The 
new b(Mul has been named 
on the basis of indepth txei 
<] ( e lined out by the Piinei 
pil Sccielii\ to the Piimc 
Mini Id Ih P( Alexindci 
I lie new I (Mid will till up 
V ic meic Milv m the lop p<wis 
and k ne the lowc i level posts 
to the public cnicipii cs con 
ccined Ihe post below Ihc 
lanl ol Chiuman M nigiii)! 
Diiectoi nd Ihc Dncctii will 
be filled up b\ the Stale units 
thcmseUcs which would ‘M\c 
them no tilibi foi lack ot 
pel loi nianee 

Tristars for Air-India 

An India has decided to 
aecjunc ihicc J-JOII M)0 Iri- 
stai aiiciafi dm mu M 8"^ to 
I colace the B 707 which aie 
Ic) be phistd out, the Civil 
Aviitioii Minislci, Ml AP 
Shainu told the I ok Sabha 
A icc( mniendalion to thisclietl 
had been ma ie by the evalua¬ 
tion eoniniitlee headed b> 
Ml I K D lata 

% II 1 1 cl I s decision to omei 
lliiee I ION longianre dash 
^00 itilincis will I (CM the 
lioiiUcd jurnbo ]et piogiamme 
aeeoiuimi to industiv souiccs 
Bv beeoinnu the fust new eusto- 
nici loi the piogiamme in 
two >eais All-India seems 
likeK lo eneoindge Put bank, 
( aliioinici based I ockhecd lo 
maintain a pioduction latc of 
at least one a month next ycai 
The puichd'‘C is valued at moie 
than $ 200 million 
Neither Lockheed nor Aii- 
India would confirm that Lock¬ 
heed had been selected m the 


airlines piogrammc of re¬ 
placing Its nine older Boeing 
707 jets 

Action Group for Paper 

The Ministei foi Tndusliy, 
MiN D 7 1 wan, has asked the 
papci mdustiy lo cooperate 
with the Government in pro¬ 
ducing adcciuate quantities of 
white punting papci which is 
lecjuircd to meet the needs of 
the educational scctoi 

Addicssing a meeting of 
Ihe papci manufacturers. 
Ml Tiwaii announced the for¬ 
mation ol an aclicm gioup” 
compiising <cpicscnlalivcs of 
the Miiiisliy of Indust A, 
IXjTI) and large as well 
IS small papci nulls to take 
slock of the supph ot inputs 
to papti piodtieing units It 
will meet cveiv month and 
piobkm it an\ would be 
bioughi to the notice ol the 
Iiuiii ir\ Miiusiei loi lemcdial 
action ll will also leview 
the a\atlabilitN ol coal and^ 
wagons 

Mr Tiwaii mfoimcd the 
manutaclmcis that the Go>- 
cinment iceeued iceently, 
the I e port ot the Bui can ol 
Indusliial Coslsand Putts on 
the papci indiisli>and it is 
being examined He would 
like the paper industry 1^' J 
siiicllv adhcie* to the policy 
decisions which would be 
announced aflei the lepoil is 
studied in detail 

Ml Tiwati said that unless a 
planned piogiamme ot raising 
indusliy oncnled plantations 
was taken up systematically 
all ovci Ihe eoimtiy foi growing 
suitable species of pulpablc 
limbei the country might fate 
a ituation in which the exist¬ 
ing conventional raw material 
I c soul CCS get completely de¬ 
pleted Thus the paper industry 
would{ha\c lo lace a lawmatc- 
iial ciisis 

Oil Find oif Bombay 

Oil has been stiuek m a 
new si rue till e—about 35 km 
east of the Bombay High 
Petroleum Minister P C. 
Sethi announced m Lok 
Sabha recently amid cheers. 
He said the rate of oil flow 
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was about 1,030 barrels a day 
hefoie acidisation through a 
half-Jnch choke, with a gas¬ 
oil latio of about ISO and API 
giaMty of about 40 The pio- 
dnet ion test was earned out 
m one of the wells icccntly 
Oil was diSLONcied b> ONGC 
at a depth of *^5 metres The 
new stiuctiiie known as BS7, 
has an aiea of 80 squaie kilo¬ 
metre 

lew moie wells would be 
dulled to assess pioduction 
potential of this complctch 
new held, Mr Sethi said Mi 
Selhi said the stiiittuie was 
delineated by seismic sursc\s 
earned b\ theONGCN seismic 
\cssel, M V Anweshak J he 



\Sapar S^inirat' on Ma\ 18 and 
oil and i^as hcaiing /ones 
occuiicd in the depth lange ol 
IS^O-2190 met ICS 

Gems and Jewellery 
Exports 

The c\p«nl ol acins and 
lewclIciN duiiiig Apiil to lids 
1981 lose bv 18 per tcnl com¬ 
pared to the coi responding 
period last \cai The total cx- 
■ poits (pioMsional) this July 
stood at Rs223 lOcioic against 
R'. 187 70 ciore last year 
According to the Gems and 
jt^jJewcllci y Ixport Promotion 
"'^Council, cut and polished dia¬ 
monds show an mcicase of 16 
per cent from Rs 173 2 ciore 
last year to Rs 200 9 croic this 
year Gold jewelleiy which list 
yeai earned Rs 3 89 ci ore com¬ 
pared to Rs 10 80 ciore this 
year also showed an inorease 
The figures lor the other items 
with last year N sales in biackets 
are piccious and semi-piecious 
stones Rs 8 08 croic (Rs 8 76 
uoie), pearls Rs I 73 ciore 
(Rs 1 34clore), non-gold icwcl- 
lery Rs i 50 crorc (Rs 41 lakh) 
and synthetic stones Rs 5 63 
lakh (Rs 3 98 lakh) 

Exports of Fish 

The estimated export of 
marine products including fish 
from India during 1981-82 is 
Ml22,120 tonnes, valued at Rs 
"‘^•300 crores 

The taiget for export of 
mat me products in 1982-83 is 
Rs 412 Clones, foi 1983-84 is 


Notice 

(Under Rule 4 A of MRTP Rules 1970) 

It IS hereby noliliLii foi ihe inlotmation (f the pubic that R<ydsthai| 
Spinning & WeiMng Mills Limited pioposes to nuke an application to 
the C tiirial Govininient in ihe DocUlment ol Compiny Affairs, New 
Delhi undei sub setlic n (of Seetion 22 of the Monopol es and Restric¬ 
ts c Trade Pr* etices Ael lor ippios «l tor the' c'stablishment of a new 
undertaking lot tiu pioduetion '•uppb di tiibutu n or control of Nylon 
Tyre' Y tin nd 1 br es vMth n msi died c ipitiiy of 6000 Mf per annum 
li I the est mated v due of Rs 10 eroles p^i annum Other particulars of 
the pioposed ntv\ im eitikm^ aie is undei 
(i) N line' ol the piopo ed undert iking 

The p'-i>|'os d undeit ikmg will be a unit of 
RAJ \S1 HAN SPINNING Ac Wl AVINCi MILLS 1 TD 
Regd Otliee ^ACommunitN ( cntie* East of Kailash 
New Delhi II0)PS 

(i) Ntriks of peisi n(s) oi iiiliioiity lulhoiit es piope>sing to establuh 
tIu new iindeitikmi Where d is i bodv ( oiporite furnish details 
of Its linn i|-ement stiuctiiie togelhci wi h those of the proposed 
iindcit ikine 

RAJASHIAN SPINNJNti A WEAVING MILLS I TD 
BOARD Ol DIRLCTORS 


Rs 493 crores and for 1984-85 * 
Rs 591 crores 

This infoimation was given 
by Mr Khurshed Alam Khan, 
Ministei of Stale foi Com- 
meice in Lok Sabha iccenlly 
The Minister listed a number ol 
steps which had been taken 
by the Government to ensme 
increase in expoits ol mainic 
pioducts These included char- 
teiing of deep sea flshln^ ves¬ 
sels, prawn cultuie setting up 
ol peeling sheds, disliibution 
ol insulated boxes on subsidy 
assistance foi developing new 
maiketsand new products Go 
veinment had also set up a 
Task I oicc to suggest incasines 
to step up expoits of maiint 
products he added 

Sugar Output 

Accoidmg to the Indian 
Sugai Mills Association the 
sugai pioduction dm mg the 
second foilniL^ht of Inly 1981 
was about 11 000 tonne > as 
airaiiist 9,000 tonnes cliinnL^ the 
same foilmght last vcai The 
total pioduction in the month 
of July, 1981 the tenth month 
of the season 1980-81 was 
about 19 000 tonnes against 
17,000 tonnes during the same 
month last season Thisbimcs 
the total output dining the 
first ten months of the season 
1980-81 to 50 67,000 tonnes us 
against 38,22 0(K) tonnes during 
the coi responding pci lod last 
year 

The ofl-takc of sugai fi )m 
factoi les dui mg the second foi t- 
nightof Julj was about 262 000 
tonnes foi intcinal consump¬ 
tion and ml foi expoil. as 
against 190 000 tonnes foi 
internal consumption and 
ml exports during the 'ame 
foilmght list season The des 
patches duiing the month ol 
July was 459,(KX) tonnes (oi 
Intelnal consumption and ml 
for exports as against .)58,(K)() 
tonnes for internal consumption 
and ml foi expoits during the 
same month last season The 
total off-take in the hist ten 
months in 1980-81 was 39,47,000 
tonnes for internal consumpticm 
and 60,000 tonnes foi exports 
as against 44,44,0(X) lOnnes foi 
internal consumption and 
230,000 tonnes for expoits 
during the coiiesponding 
period last season The total 


1 Shi I I N Jlumihimw il \ 

2 Shii ( J) Kh inn i 
< Shri T M Sen 

t Shri Sitivb J Me III i 

5 Slin B'l isk ir Cl K k tkar 

6 ShiiSRDita 

7 Shf J P N C hiJijvval I 

8 Sill I R >\ I J iLiniliuiiw 1 1 
'> ShiiCiSPnde 

10 Sill I 1 N 1 itliiv ini 

11 Shii Aiiiii \ K< lliai 


c liiirm n and Mmiging Director 

Diieetoi 

DirttKn 

Diicetoi 

DiieLloi 

Direetoi 

Diiteloi 

DiiLelDi 

DiietUw 

DiieeUn 

Dircetoi 


(ii)Cipitil siiueiuK of th ipplieant pel son in auti unty and or the 
pioposid under t iking 

ALHllORiSLD 



Rs 

40 ( 0 OU) 1 qiiM\ Sh lie of Rs 10 eieh 

1 (MiOOO Redeem ihle C iimulilivc Ibtlerenee 

4,00,00,010 

!i lies ol Ks 1(0 e leh 

issi LD SI nscRiBrn -vnd paid up 

1,00.00,000 

5.00,00,000 

2^ h7 195 Pquilv Sh ires of Rs 0/ eith 

0,000 Reeietm ible C uimil itive Preference 

2.28 71,9^0 

hares of Rs 10 e leh 

30,00,000 

2,^8,71^50 


{i\) Pioposed locilieni of the new undei liking 
CHNDWARA (M P ) 

(v) Briel I ul’iiK of Ihi cost of pioicel the ^ehcinc «nd source of 
ftnanee 

Ihc e limited cost ol pio|tet will \k Rs 42 eroics comprising 
ol the following 

I ind R 0 SO CIS Building Rs '’S^'ers Indigcnou-. maehineiy 
Rs 1b CIS Imp lUd MiehnieiyRs 12cis Other Assets Rb JJ 
troies 

It IS proposed lo tin inee llie pioitcl is loll >ws 

Publ L Issue of C ipit il Rs 11 ^ croits 

Long Urni horrowrng horn 

1 inmci il Institution^ Rs So ^ trorcs 

Any person aileicsicd in the inuiti niav make a icprc’*cntalion to Ihe 
Secret rv Dcputnienl of Comp ms Afl rrs Ciosernmeiit ol India Shdstri 
Bhawm New Delhi within 14 d iv (romlhcd^te of publieation of this 
notice inlrmalirig his \icw tm the piopob.il ind inditairng the naluic of 
hib mlerc i therein 

Sdr 

1 N JHl NJHUNWALA 
CHAIRMAN AND MANAGING DIRECTOR 

Date 1 9 1981 
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! closing stocic of sugar with the 
factories as on July 31, 1981 
was about 16,55,000 tonnes 
as against 12,34,000 tonnes 
"0n the same date last year. 

Industrial Output 

The overall growth of 132 
DGTD industries which ac¬ 
count for a total weight of 39.7 
in the general index of indus¬ 
trial production was 12.9 per 
cent during June 1981 over 
June, 1980. The quarter ending 
June, 1981 had a rise of 13.2 
per cent in production when 
compared to last year. First 
six months of 1981 i.e. Jaiui- 
ary-Junc, 1981 had shown the 
production rise by 11.4 per 
cent over last yea I. During the 
quarter ending June 1981, the 
production in the cntiie engi¬ 
neering manulacturing sector 
had a positive crowth: basic 
metal industiies (10.8"(,), 
mamifactuie of metal pro¬ 
ducts other than machinery 
(14.7”J, manufacture of 
machinery (excluding electri¬ 
cals) (I7.4"„), and transport 
equipment <35 4'*„). 

Manufacture of electrical 
apparatus and upplmnces had 
a nominal growth of 1.1 per 
cent. In the chemical and 
non’cnginccimg scctoi, im¬ 
pressive growth has been ach¬ 
ieved in most of the groups. 
Manufacture of chemicals and 
chemical products showed 19 1 
percent growth, manufacture 
of paper and paper pioducls 
12 9 percent, manufacture of 
cement 19.5 per cent, manu¬ 
facture of rubber products 
9.2 per cent and manufactuic 
of leather footwear 7.8 per 
cent. 

Hydro Potential in 
India 

The Minister of State lor 
Energy, Mr Vikram Mahajan. 
told Lolc Sabha recently 
that the h\dro potential in the 
country has been assessed at 
nearly 75 million KW at 60 
per cent load factoi. Replymc 
to a question, the Minister said 
that the reassessment of the 
hydro potential m the country 
on the basis of topographical 
and hydiologieal data is being 
carried out by the Central 
Electricity ^ut^u>llt\ All the 

f BASIERN SODNOMIST 


river basins, such as Maha- 
nadi, Brahmani, Baitarni and 
tributaries of Godavari lying 
in Orissa, and smaller rivers 
such as Vamsadhara, are pro¬ 
posed to be included in this 
survey. 

Rural Electrification 

The Rural Electrification 
Corporation has upto the end 
of July, 1981 sanctioned loan 
assistance aggregating Rs 1518 
crores mainly for electnlica- 
tion of villages and energisa¬ 
tion of agricultural pumpsets. 
This inforniatJon was given by 
the Minister of Stale for 
Fnergy, Mr Vikram Mahajan, 
in 1 ok Sabha recently. The 
Minister said that the schemes 
sanctioned by the Corpora¬ 
tion on completion envisage 
electrification of 204,000 vil¬ 
lages and energisation of 16.75 
lakh agricultural pumpsets. 
These .schemes also envisage 
extension of electricity to over 
20,000 harijan bastis adjoining 
the alrady electrified villages. 
Upto the end of March, 1981, 
91,000 villages were electrified, 
750,000h pumpsets were ener¬ 
gised and electricity was ex¬ 
tended to 14,000 harijan bastis 
adjoining the already electri¬ 
fied villages 

Trends in Tourist 
Traffic 

Comparative figures of 
total tourist arrivals in respect 
of Pakistan, Nepal, Bangla¬ 
desh. Sri Lanka and India 
during 1979 and 1980 along- 
wiih percentage change were 
given in Lok Sabha recently 
bv Mr A.P. Sharma, Minister 
for Tourism and Civil Aviation 
(table belowL 

Giving this information, 
Mr A P. Sharma, said that 


from these figures, it will 
be observed that only in 
the case of Sri Lanka, the per¬ 
centage growth in tourism 
arrivals during 1980 was high¬ 
er than that of India. While 
the tourist arrivals in Nepal 
recorded an increase of 0.4 
per cent in 1980, there was a 
decline of 6.1 per cent in the 
case of arrivals in Pakistan. In 
terms of absolute numbers, 
India, continues to receive 
more tourists compared to 
the other four countries. 

The comparatively lower 
growth rate of tourist arrivals 
in India during 1980 was as 
follows (i) substantial in¬ 
crease in international air 
fares; (II) disturbed conditions 
in some of the neighbouring 
countries; (iii) inflationary 
trends in the traditional tourist 
generating markets; (iv) con¬ 
gestion at international air¬ 
ports, particularly Bombas 
and Delhi; and (v) lack of 
adequate hotel accommodation 
at the main entry points of 
Delhi and Bombay lesultmg 
in cancellation of tours. 

The steps being taken by the 
Government to encourage and 
develop tourism in the country 
are intensive development of 
tourist centres falling along 
identified travel circuits; 
rapid development of tourst 
infrastructure such as hotels 
and surface transportation; 
augmentation of the fleet of 
national air carriers; intensi- 
fleation of promotion abroad 
through various publicity 
media such as films, audio¬ 
visual presentations, publi¬ 
cation of tourist literature, 
advertisements etc; augmen¬ 
tation of media relations by 
inviting travel agents, travel 
writers, publicists etc. on a 
familiarisation tour as guests 
of the department so that 


Country 

No. of Tourist 
(In lakhs) 

1979 

Arrivals 

1980 

Percentage 

change 

Pakistan 

3.19 

2.99 

- 6.1 

Nepal 

1.62 

1.63 

0.4 

Bangladesh 

0.57 

0A9* 

N.A. 

Sri Lanka 

2.50 

3.22 

28.6 

India 

7.65 

8.00 

4.6 


*(Jan-Oct) 


in turn they can promote 
India. 

Nemes in tha News 

Capt N JVl. Pereira and Capt ^ 
K. Chadha have l^een appointed * 
Deputy Managing Directors of 
Indian Airlines. Both senior 
Commanders of Indian Air¬ 
lines, have flown several 
types of aircraft and arc cur¬ 
rently instructors and exami¬ 
ners for Airbus and Boeing 
737. 

Capt Pereira, who was a 
fighter pilot 111 Indian Air 
Force joined Air-India in 1947 
and Deccan Airwa>s in 1951 
during pre-national I sal ion days. 

He became Director of Training 
at Headquarters m 1976 an^ 
was Director of OpciaUJil'*^ 
from Apiil 1980 till he was 
appointed Dcpiitv Managing 
Diiecloj. 

Capt Chadha joining the 
an lines iiuiusti> in earlv 1951. 
an has over 30 yea is of flying 
experience on ’‘anous l\pes of 
airciatt. 

Mr 8 L. Atal has taken over 
as the Chairman of the Bharat ' 
Leather Corporation (BLC), a 
Government of India under¬ 
taking. During 1976-77 he 
served as the founder Chair¬ 
man and Managing Director 
of Bharat Leather Coiporation. 

Mr Atal has held top manage¬ 
ment position in leather 
undertakings and organisationl^ 
and worked as the Managing 
Director of Tannery and Foot¬ 
wear C'^orporation of India Ltd 
and as Officer on Special Duty, 
Ministry of Industry in 1976. 

MrS.H. Jadhav has taken 
over as Managing Director of 
Bharat Leather Corporation. 

A well-known leather techno¬ 
logist, Mr Jadhav was till 
recently Director, Small Indus¬ 
tries Service Institute at 
Bombay. Earlier, he was 
Director (Leather), Small 
Industries Development Orga* 
nisation. New Delhi. 

Mr A. K. Sah, Member 
(Power System), Central Elec¬ 
tricity Authority and Addi¬ 
tional Secretary to the 
Government or India has 
taken over as Chairman-cum- 
Managing Director of Nation^ 
Thermal Power Corporation 
(NIPC) from D.V. Kapur who 
is presently Secretary, Heavy 
Industry. 
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Enfield India's 
Superb Performance 


£NJhiei.D India has achieved 
extremely gratifying results 
during the year ended June 30, 
1981 with the establishment of 
^11-lime records in respect of 
^r^roduction, sales and profits. 
^ The good work done in the 
past two years has been 
reflected in a significant 
improvement in efficiency and 
the output of . Bullets and 
Mini'Bullct motorcycles reach¬ 
ed levels which could not have 
been thought feasible in 
earlier years. As there was 
‘ also a brisk demand lor two- 
wheclcrs, no difficulty was 
encountered in marketing the 
higher level of production. 


The Agro-Engines division 
also fared well and only in 
respect of L-34 engines there 
had to be regulation of output 
•rSccause of reduced demand 
Tor the product as prime mover 
in sprayers. As stated above, 
the output of Bullet touched 
a new peak at Tiruvottiyur 
division with 19,512 units 
being turned out against 
16,180 units in the previous 
year. While productivity at 
this division has been steadily 
improving, what is noteworthy 
is the breakthrough being 
achieved at the Anaikaraipalti 
division. There was an in¬ 
crease of 81 per cent in the 
production of Mini-Bullets by 
producing 4,866 units as 
against 2,682 units in 1979-80. 
Even allowing for interruption 
to operations in the previous 
year in this division due lo 
labour trouble and acute 
power shortage there has been 
l^efinitc increase in the rate 
output and it is hopefully 
selected that the working in 
1981-82 may be such as to 
result even in a net contribu¬ 


tion to total earnings of the 
company. 

The gross turnover rose 
substantially to Rs 31.95 crores 
from Rs 22.97 crores. Exclud¬ 
ing excise duties of Rs 4.40 
crores against Rs 3.10 crores, 
net sales were Rs 27.55 crores 
compared to Rs 19.87 crores. 
The gross profit before depre¬ 
ciation and interest charges 
has risen by 32 per cent to 
Rs 272.06 lakhs from Rs 206.79 
lakhs. Even with a larger 
turnover, finance charges have 
increased only slightly to 
Rs 112.48 laklis from Rs 109.89 
lakhs due to better working 
capital management. The 
amount set asid ^ for deprecia¬ 
tion is Rs 28.05 lakhs against 
Rs 25.76 lakhs, leaving a 
residual profit which has 
nearly doubled to Rs 131.53 
lakhs from Rs 71.14 lakhs. 
This amount, along with 
Rs 6.75 lakhs (Rs 3.10 lakhs), 
transferred from development 
reb'ite reserve, has b.'en 
utilised to reduce the loss of 
Rs 205.09 lakhs brought in 
from the previous accounts to 
Rs 66.81 lakhs. It may be 
recalled that the accumulated 
losses stood at Rs 358.21 lakhs 
at the end of 1977-78. 

Good Prospects 

The remaining loss of 
Rs 66.81 lakhs can bi easily 
eliminated in the first half ol 
1981-82 as it is .scheduLd that 
there should be a further 
increase in production and 
sales. 

The modernisation pro¬ 
gramme ha^ bc^n imaginatively 
conceived and financial ar¬ 
rangements could be finalised 
expeditiously with a helpful 
attitude adopted by the term 
lending institutions. The 
cost of this programme is 
estimated at Rs 2.87 crores 


and term loans will be avail¬ 
able to the extent of Rs 2 
crores, the balance being found 
from internal sources. The 
whole pro^amme may be 
completed in ail respects by 
the end of 1982. It is also 
being examined how new 
design modern two-wheelers 
can be produced in collabora¬ 
tion with foreign manufac¬ 
turers. 

Fibreglass Pilkington 
to Enter the Market 

Fibreglass Pilkington is 
entering to the capital market 
on September, 21 with a public 
issue of 110,948 secured con¬ 
vertible debentures of Rs 156 
each at par. The debentures 
carry an interest at 13.5 per 
cent per annum with an addi¬ 
tional one per cent if for any 
immediately preceding financial 
year the equity dividend ex¬ 
ceeds 16 per cent. The issue 
is fully underwritten. 

The main objects of the 
issue are to reduce the non¬ 
resident shareholding from 
50.39 per ceni to 40 per cent 
and to finance a part of the 
capital outlay of Rs 5.10 crorc 
required for the company’s 
modernisation programme un¬ 
dertaken at its plant at Thane 
near Bombay. 

A spokesman of the com¬ 
pany said, one of the at¬ 
tractive features of the issue 
is llvit the debenture holders 
will be entitled to get fom 
equity shares of Rs 10 each 
at a premium of Rs 4 pei 
share on March H, 1982, 
thereby reducing the face value 
of the debentuic to Rs 100. 
The debentures will be re¬ 
deemed at par in three annual 
instalments on the expiry of 
the 9th, 10th and llth years, 
lespectively from the allot¬ 
ment date. 

The company manufactures 
both discontinuous filament 
and continuous filament. While 
the former is manufactured in 
the form of glass insulation 
wool and glass staple tissue, 
the latter is manufactured in 
the form of glass textiles 
and reinforcements The in¬ 
stalled capacities are 2.500 
tonnes per annum of glass 
insulation wool, 250 tonnes pei 
annum of glass staple tissue 


and 2,650 tonnes per annum 
of glass textiles (includinj^ 
reinforcements). 

The company proposes to 
modify the existing glass wool 
plant to incorporate the latest 
t echnol ogi ca 1 de vel opments. 
The technical inputs for tlie 
modernisation of the glass 
wool plant will be provided by 
Fibreglass Limited and Societe 
d*£tude pour Ic Development 
de la Fibre de Verre, Franco 
(Sodefivc). The company also 
plans to increase the product 
range in the modernised plant 
and this is expected to improve 
its export potential. 

The funds requirements of 
Rs 5.10 crorc is proposed to 
be met by the issue of con¬ 
vertible debentures (Rs 262.67 
lakh), loans under the techni¬ 
cal development fund (TDF) 
scheme from the Industrial 
Development Bank of India 
(Rs 35 lakh), additional bank 
bonowiiigs (Rs 65 lakh) and 
cash accruals (Rs 147.33 lakh). 
Of the total issue of 168,380 
secured convertible debentures 
of Rs 156 at par, 51,432 de* 
benturcs aie being offered to 
the resident Indian equity 
shareholders on the company’s 
regisici as on August 11, 1981, 
on a “rights" basis and 6,000 
debentures are being reserved 
for allotment to resident Indian 
Directors and employees of the 1 
company. j 

Indian Cable 

The Directors of the Indian 
Cable C'o Ltd have recom¬ 
mended a 17 per cent dividend 
foi the year ended March 31, 
1981 (14 per cent previous 
veai). The net profit after ; 
lax for I he year was Rs 1.62 
crorc (Rs 1.17 crore), repre¬ 
senting a net profit after tax 
pel share of Rs 2.58 against Rs 
1..36. Sales were higher at Rs 
53.61 cioie (Rs 47.27 crorc). 

While a sum of rupees three 
lakh has been transferred to 
debenture redemption reserve, 

Rs 4.33 lakh to investment 
allowance reserve and Rs 60.56 
lakh to general reserve, a 
balance ol Rs 1.07 crore is 
available (or disposal and the 
recommended dividend will 
account for this amount. 

The .>ales represented a 13.4 . 
per cen* rise over the previous 
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* ycar*s and the pre-tax profit 
at Rs 4.24 crore sho\^ed a 
nearly 53 per cent improvc- 
incnl over the previous year’s 
^The Directors report that the 
PVC power cable project in 
Pune IS progressing and is ex¬ 
pected to be completed during 
the current fiscal year. 

MICO Industries 

The Directors of Motor In- 
4ustries Co Limited (MICO), 
Bangalore, have declared an 
interim dividend of Rs 9 per 
share for 1981, subject lostatu- 
tsory deductions. The dividend 
warrants will be posted on 
October 6,1981 to those share¬ 
holders whose names appear 
on the Rcgistei of Members 
as on that date. The shaic 
transfer books ol the com¬ 
pany Will be closed from Sep¬ 
tember 24 to October 6. 1981 
(both days inclusive). 

IDL Chemicals 

The Directors of IDI ( hcmi- 
cais Ltd, propose to laisc the 
dividend from eight pei cent to 
12 per cent for the yeai ended 
June 30, 1981 as a sequel to 
an improvement in the pei- 
forraance of the company 
during the year Sales have 
risen from Rs 28.35 cioie to 
Rs 34.45 crore. The gross 
profit has gone up from Rs 
3.82 crore to Rs 4.17 crore. 

The provision for deprecia¬ 
tion has been laised fiom Rs 
86.02 lakh to Rs 95.97 lakh 
and taxation absorbs Rs 1.59 
crore against Rs I.60 crore. 
The allocation to investment 
allowance resei ve has been rais¬ 
ed to Rs 23 lakh (Rs 12 lakh) 
The net profit is placed at Rs 
1.39 Cl ore (Rs J, 24 crore) 'I he 
proposed dividend will absorb 
Rs 75.44 lakh (Rs 50.29 lakh) 
and the allocation to gencial 
reserve is lower at Rs 59 64 
lakh (Rs 83.96 lakh). 

Hathwa Metals Issue 

Hathwa Metals and Tubes 
Ltd, a compan> piomoled by 
Mrs Durgashwaii Sahi, foi- 
mcr Maharam of Hathwa, 
Bihar, and her relatives and 
associates, iscnteringlhe capi¬ 
tal market on September 3, with 
n an issue of 11.40 lakh equity 


shares of Rs 10 each at par 
to raise part of the finance for 
the pioicct coming up m Bihar. 

1 he issue has been undcr- 
wMtten. 

T'hc comp;iny intends to 
manufacture 1,2(K) tonnes per 
annum of copper and copper 
allov pipes and tube*- at Jai 
Jasidih, a notified backward 
area. The cost of the project 
IS estimated at Rs 6I0 lakh. 
This IS being financed by term 
loans of Rs 405 lakh, equity 
capital of Rs 190 lakh and 
capital subsid> ol Rs I5lakh. 
The production is expected to 
commence m the lust half ol 
1982 

Sunil Synchem 

The Diicclois of SuuilSvn- 
chem Ltd, have pioposed a 
final dividend of four pci cent 
making a total ol lO pci Lcni 
for the yeai ended Apiil ^0, 

1981 against nil in the pie- 
cedmg ycai The Imi novel has 
gone up from Rs 93 42 lakh 
to Rs I 40 cioie and the gioss 
piotit fioniRs 18.36 lakh to Rs 
25 52 lakh Aflci providing 
Rs lO 65 lakh lor depiecia- 
lion (Rs 8.72 lakh), the iiel 
piofil IS placed a! Rs 14.87 
lakh against Rs 9 64 lakh 
The allocaiimi to investment 
allowance icscive is Rs 52.48 
lakh (Rs 11.37 lakh) 

Rathi Gases 

The Board ol Direclois of 
Rathi rJuses Ltd has iccom- 
meiid an eqiiitv dividend of 8 
pci cent loi 1980. The prti- 
posed dividend will be paid 
aflci dealing preference divi¬ 
dend aneais amounting to Rs 
I ^7 lakh. 

The compan> has lepoiled 
a profit of Rs 54.44 lakh for 
1980 against Rs 17.41 lakh foi 
1979 After providing Rs 2.46 
lakh (Rs 10.14 lakh) foi dcpic- 
cialion and Rs 35,000 (ml) 
for investment allow'ance le- 
scive, the company has wiped 
out the outstanding loss of 
Rs 29.91 lakh. 

The company has on hand a 
Rs 140-lakh expansion pro¬ 
gramme for cstabtishing an ad¬ 
ditional 100 cu.m./hi capacity 
plant as also rcfilliim facilities. 
The expansion, to be com¬ 
pleted by Apiil 1982, ^W'lll be 
partly financed from internal 


resources and will involve 
further issue of capital and 
resort to term loans. 

Kunal Engineering 

Kunal Engineering Com¬ 
pany Limited has stepped up 
equity dividend for the year 
ended March 31, 1981 to 24 
per cent from 20 per cent pre¬ 
viously. The company has 
reported impressive perfor¬ 
mance with the gross profit 
(befoie Intelesl and deprecia¬ 
tion) rising by 28 per cent to 
Rs 109.52 lakh from Rs. 85.33 
lakh and the turnover increas¬ 
ing by 47 per cent to Rs 585.35 
lakh from Rs 396.88 lakh. 

The gross profit for the year 
has been ai rived at after charg¬ 
ing Rs 7.72 lakh lowaids tech¬ 
nical know-how. Interest 
claims Rs 20 82 lakh (Rs 15.72) 
lakh) and depiccialion Rs 24.06 
lakh (Rs 16 78 lakh). Invcsl- 
meiil allowance rc'cive gels 
Rs 12 16 lakh (Rs 27.72 lakh). 
Provision foi Ihe proposed divi¬ 
dend IS Rs 21.60 lakh (Rs 18 
lakh). 

Ihe compaiiv's expaiisiop 
project foi spindles and mscils 
to 9()0,()0() pur annum (500,000 
and 400,000 per annum) is pro¬ 
gressing satifaclorily.T he rings 
project under technical know¬ 
how fioni Rctincis and f urst. 
West Cieiniany foi nuinufac- 
tiNC ol a wide range of rings 
IS also Well under way. 

Capital and Bonus Issues 

The Government has allow¬ 
ed the following 10 companies 
to laise capital : 

Bonus Issue 

(1) TNIyiil Chemicals Pri¬ 
vate Limited : Rs 2 lakh in 
fully paid equity shares of 
Rs 100 each in the ratio of 
I : I. 

(2) Sandeep Chemicals Pri¬ 
vate Limited : Rs 2 lakh in 
fully paid equity shares of 
Rs 100 each in Ihe ratio ol 
1 : I 

(^) Sankeya Chemicals Pri¬ 
vate Limited : Rs 2 lakhs in 
',Xully paid equity shares of Rs 
TOO each m the ratio of 
1 : 1 . 

(4) Zenith Drop Forgings 
Limited : Rs 9.50 lakh in fully 
paid equity shares of Rs 10 
each in the ratio of 1 : 1. 


f^nrther Issue ,, 

(5) Axles India Lfanlted : 

Issue of equity shares of Rs 
79.20 lakh for cash at par. The 
proceeds will be utilised 
part finance for the phase-1 of ^ 
their rear axle housing and 
rear axle gear assemblies pro¬ 
ject being set up in a backward 
district of Tamil Nadu. 

(6) KSB Pumps Limited: 
Issue of 172,000 secured con¬ 
vertible debentures of Rs 75 
each for cash at par to the 
existing equity shareholders 
as rights. The debentures will 
carry interest at the rate of 
13.5 per cent per annum. The 
pioceeds will be utilised to 
meet the ci^si of purchase of 
capital cquipmcnl leqiiircd for 
meeting the ludcis ol high 
value pumps. 

(7) Venkatesv>ara Salts 
Limited; Issue ol equity shaics 
ol Rs 72 lakh ioi cash at par, 
out ol which shaies worth Rs 
36 laklis will be allotted to 
APIIX and the balance amount 
will be sub‘‘Ciihcd by the pro- 
nioleis The pii>cecds will be 
utili''ed foi nieetmgpaiI linancc" 
foi setting up a unit a! Machi- 
lipatnam foi the niamifacture 
of industrial grade salt. 

(8) Tube imesiments 
India IJnihed : Issue of se¬ 
cured debentures of the total 
value ol Rs 1 crore, as rights 
on a pro-rata basis. The pro¬ 
ceeds are to be utilised to 
augment long-term resources 
for vvoikmg capital require¬ 
ments. 

(9) KSB Pumps Limited : 
Issue of 91,837 equity shares 
of Rs 10 each ala premium 
of Rs 3.50 pci share as under: 
450,000 fully paid equity shar¬ 
es to I 1C in lieu of loans con¬ 
verted into equity shares, Rs 
450,000, 46,837 to Canadian 
Kay Pumps Limited for cash 
to allow them to maintain 
their holding m equity at 51 
percent in terms of stipulation. 

(10) Paper Macliine Wire 
Industries Limited : issue df 
equity shaics worth Rs 88.50 
lakh privately to the prnmo- 
teiwS etc. for cash at par. The 
proceeds are to be utilised to 
meet a part of the capital cc9l 
of the project for the manu¬ 
facture of speciality papef to 
be set up in the State of Hima¬ 
chal Pradesh. 
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A breath 
of freshness! 


JIYAJEE SUITING. SHIRTING 
and COTTON PRINTS are 
something different from the 
run-of-the-mill clothes , 

available today. ^ 

JIYAJEE is like a Breath of 
Fresh Air after a long search 
for the right kind of SUITING, 
SHIRTING & COTTON PRINTS. 
You will immediately like 
yourself more. 

Because JIYAJEE SUITING. 
SHIRTING & COTTON PRINTS 
are meant just for you. 

JIYAJEE-even for the Wildest 
of Surroundings! 




JIYlUCEf^ 

SUITINO- SH IIIT IN O 

COTTdM .Ad 

JIYAJEERAO COTTON MILLS LTD. 
BIRLANAGAR GWALIOR (M. P.) 
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August 26 

The lodian rupee, after three succes¬ 
sive devaluations, has been upvalued by 
0.60 per cent vis-a-vis the British pound 
sterling. The middle rate is Rs 16.60. 

The Government has decided to set 
up a number of 100 per cent export 
oriented textile mills under the National 
Textile Corporation (NTC). 

August 27 

Home Minister, Mr Zail Singh has 
appealed for help in expediting the 
process of a negotiated settlement of the 
Assam tangle by avoiding any new con¬ 
troversy. 

Former Labour Minister, Mr Ravindra 
Verma, was elected deputy leader of the 
^^^anata Parliamentary Party. 

^ ^ Anticipating a record sugarcane pro¬ 
duction of 180 million tonnes, the 
Ministry of Agriculture expects that the 
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sugar output in the coming sugar year 
(beginning Octobci) will be 65-67 mil¬ 
lion tonnes. 

The Fioance Minister, Mr R. Venkata- 
raman. expressed the hope that the 
Government would be able to hold (he 
price line “at a fairly reastjnablc level 
but not completely at a stable level'*. 

August 28 

The Public Accounts Committee (PAC) 
accused the Government of “bad 
budgeting". 

The Union Agriculture Ministry has 
proposed the grant of soft-loan facility 
for modernisation of the roller flour 
mills. 

August 29 

Mr Felix Bandaranaike, leader of the 
Sri Lanka Freedom Party has said the 
communal riots in Sri Lanka were most¬ 


ly due to economic situation of the 
Tamils. 

The Joint Plant Committee (JPC) has 
relaxed the distribution guidelines for 
all slcel Items, except plates and struc- 
turals. 

August 30 

The Congress(U) in Karnataka was 
truncated further with its State President, 
Mr D. B. C’handre Gowda and his fol¬ 
lowers deciding to join the Congrcss(J). 

A pow'crful explosion ripped through 
the building housing the Iranian Prime 
Minister's office in central Teheran kill¬ 
ing the Prime Ministei and the President. 
August 31 

The Unit Trust of India (UTI) has 
modified its unit-linked insuiancc plan 
in order to make it more attractive to 
investors. 

Air Chief Marshal Dilbagh Singh 
takes over as the new Chief of the Air 
Stair at a ceremony at Air Head¬ 
quarters. 

September 1 

The Minister of State for C'ommercc, 
Mr Khurshed Alani Khan, leads the 
Indian delegation to a two-week United 
Nations conference on the least deve¬ 
loped countries (LDCs). 

The army in the Central African Re¬ 
public took over power from the civilian 
Government of President David Dueko. 

The Andhra Pradesh Government 
proposes to set up a wool development 
board w'ith a share capital of Rs 50 lakhs. 

Parliament has passed the British 
India Corporation (BIC) lake over bill. 

Hojaloleslam Ali Khamenei has been 
elected Secretary General of Iran’s ruling 
Islamic Republican Party. 

Ayatollah Mohammad Rc/a Mahdavi 
Kani named as the provisional Prime 
Minister of Iran. 

Saudi Arabia cut its oil production by 
10 pci cent. 

Corruption charges against Mr A. R. 
Antulay, C'hief Ministei of Maharashtra, 
rock both houses of Parliament. 

September 2 

The Sopreme Court upheld by u 
majority of four to one the Constitu¬ 
tional validity of both the Special Bearer 
Bonds Ordinance and the Act. 
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Petroleum Refining 


At lONCi Jast, the Mathura icfinery is set for going on stream 
by Oclobcr-cnd or early November Initially starting with a 
thioughput of Jour million tonnes per annum it will reach its 
rated capacity of six million tonnes some time next year by 
when a catalytic cracking unit would be put up The country 
then will have ^.80 million tonnes refining capacity which 
shall help in bringing down imports of peti oleum products 
sharply from the current level of about 4 5 million tonnes 
Some Jinporis ot kcioscne and high speed dicscl oil, of course, 
should continue as their domestic output still will be insuffi< 
cicnt to fully meet the requirements Seimc further reduction 
in these imports should lollo\\ in the subsequent couple (if 
years when the secondary processing facilities which arc 
being put up at the Koyali and Cochin lefmcnes yield results. 
The additional capacity accruing from this will be about hall 
a million tonnes, laising the overall capacity to 38 ^ million 
tonnes 

Designed to pioduce annually over two million tonnes of 
high speed diesel oil 809,000 tonnes of naphtha, 6^8,000 
tonnes of keiosenc, 3S0(M)0 tonnes ol motor spiiit and 180,000 
tonnes of liqiicJicd pcti oleum gas, the start-up of the Mathura 
rcfancry will be td immense benefit to the northein States of 
Raiasthan, Haryana, Punrab, Himachal Pradesh, Jammu and 
Kashmii, NVLstein Uttar Piadcsh and the Union Territories of 
Delhi and < handigjih Not only vmII the movement of the 
products be fasteI, us less disianec will be involved, but also 
under the piesenl s>stem of letincnes being the pioduet pricing 
poiiUs, ihc consumers in these areas should receive some 
marginal relief inpioduct puces At piesent, the prices in 
these States and m Delhi and Chandigarh are fixed on the 
basis of the Haraiini and K<»yali refining centres which arc 
far distant 

Tht eon aimers in Delhi, Haiyana, Punjab, Chandigarh, 


Himachal Pradesh and Jammu and Kashmir should derive 
some additional benefit fiom the laying ot the Mathura- 
Jullundur product pipeline via Delhi and Ambala as transpoi- 
tation by pipeline is much less expensive in comparison with 
movement by rail and road The Mathura-Delhi section of 
this pipeline is expected to be completed by the end ot 
December The extension to Jullundur will follow in another 
few months, possibly by April next Covering a distance of 
532 kins, the pipeline will cost Rs 50 crores Incidentally, the 
refinery receives its crude oil supplies fiom the westein coast 
(as IS the case with other inland rehncries) through a 1220 km^ 
pipeline from Salaya via Viiamgam, which has cost Rs 231 
crorcs 

The construction of the rehnery has passed through several 
vicissitudes causing nearly four years’ delay in ctympletion , 
which has pushed up its cost from the original estimate of 
Rs 97 Cl ores to as much as Rs 240 crores Tlic Mathura- 
Jullundui pipeline cost, similarly, has got escalated to Rs 50 
crores from Rs 35 32 crores. Initially, the construction schedule 
was upset when production facilities were modified to accom¬ 
modate both west Asian and Bombay High crude oil, originally, 
only west Asian crude was envisaged to be used Then the 
environmentalists created no small problems, slowing down 
implementation at one stage. Pollution control measures have 
had to be provided at a cost of Rs 10.4 crores to save the 
renowned Taj Mahal and the Bharatpur Birds’ Sanctuary from 
alleged serious damage The construction delays got com¬ 
pounded by eight months (to June, 1979) by industrial unrest 
and later on by serious power shortages There were also 
serious slippages in the supply schedules of equipment aq^ 
materials 

The above over-capitalisation is bound to have some 
effect on the profitability of the undertaking- the fifth 
one to be set up under the aegis of the Indian Oil Corporation, 
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the premier refining and distribution company in the public 
sector. Being the second largest refining unit in the country 
after Koyali, which currently has a throughput capacity of 
7.3 million tonnes per annum, the Mathura refinery, however, 
^ should be able to mitigate the impact of over-capitalisation to 
some extent because of its massive scale of production. 

The refinery, of course, is a good example of Indian engi¬ 
neering skills. Its foreign exchange component works out to 
no more than ]2.2 per cent, of which technical assistance fnim 
the Soviet Union accounts for 8.14 per cent. The Soviet assis¬ 
tance has been limited only to atmospheric, vacuum and bitumen 
technologies. The viscose breaker technology has been pro¬ 
cured from a US concern by making an outright payment of 
Rs 3 crorcs. Lquipment supplies have been arranged locally. 
The entire construction work has been done by Indian contrac¬ 
tors. Detailed engineering of the sophisticated fluid catalytic 
cracker and the sulphur recovciy units is being done by tngi- 
-^neers (India) Limited, the prime consultants and contractors 
the project. 

To ensure unintcriupted power supply, the refinery will have 
ultimately three generation units of 12.5 MW each to be 
installed by Bharat Heavy Llectricals Limited. The first unit 
has already been commissioned. The three units will be capable 
of running both on coal and surplus gas (which might be 


available from the refinery). The generation facilities have 
been integrated with refinery construction which will enable 
steam generated by them to be utilised for some operations in 
the refinery. 

The over-capitalisation of Mathura refinery underscores the 
imperativeness of expediting decisions on new projects as well 
as of energetic implementation. The plan of pushing up crude 
oil production from Bombay High to 19 million tonnes by 
1984-85 warrants that the decision of setting up two more 
grassroot refineries, one in the north and the other in the south, 
to an aggregate capacity of 8/9 million tonnes, as suggested by 
a study group set up by the Union Government in 1977, should 
be taken without much further delay. The demand for petroleum 
products IS bound to grow at 7/8 per cent per annum despite 
the recent hike in Ihcir prices. It is normally cheaper to import 
crude oil than refined products. Early decisions are as well 
warranted in the case of the expansions of the foui refineries in 
north-east India which are based on Assam crude, as produc¬ 
tion from this area is being incleased by about two million 
tonnes in the near future. The coastal rcfineiies of Madras 
and Cochin too have their expansion plans which have been 
held up for one reason or the other. The additions to refining 
capacity, obviously, must keep pace with the growth in 
demand. 


The Antulay Aflair 


Mr Aunuf Rahman Antulay, the extraordinary Chief Minister 
of hapless Maharashtra, would have delighted Mr Pcrcival 
Spear, the Cambridge historian, for, in Mr Antulay, he would 
have found the archetypal procastinator and coxcomb who 
■^4>asses for a statesman. Mr Antulay now stands self-condemn¬ 
ed. He has used hi*^ ofi'ice to bring pressure on various 
businessmen and organisations to contribute vast sums of 
money to several piivatc trusts that he heads in his personal 
capacity. His plea that this money (amounting to as much as 
Rs 5 crorcs in the case of the Indira Gandhi Praiibha 
Prathistan) is to be used for the upliftment of the poor is 
specious. This country has never believed in the philosophy 
of ends justifying means. 

The morality and ethics of Mr Antulay\ actions, the gcncial 
malaise that they are a symptom of, the role of Mrs Gandhi 
in encouraging and raising such men to high public office and 
things like that have been discussed elsewhere. This paper is 
concerned both at the depravity of politicians who have 
reached the top after the last elections and the economic 
consequences of Mr Antulay and others like him. 

Such charges on businessmen and companies are passed on 
in one form or the other to the consumer (the very person 
whom Mr Antulay hopes to help). These activities also lead to 
Mn environment and subsequently a structure that responds 
<X)nly to unhealthy stimuli. It also leads to a situation where 
two sets of rules and laws obtain—one for those who can pay 
iheir way around and one for those who cannot. 


The substance of Mr Antulay's actions is not original. 
Depending on the personal predilections and the existing moral 
climate, public men through the ages have indulged in this 
sort of thing. Whcie he dilTers is in the sheer size of his 
effrontery. He has gone about the whole process in a syste¬ 
matic and superficially legal way. lie has thus admitted the 
contempt in which he holds established norms and standards 
of public conduct. Thai he has seen it fit to boast about his 
fund collecting activities on1> strengthens the view that many 
hold of Mrs Gandhi’s minions and satraps. 

This brings us to the key issuc: will she or W'on’t she throw 
him out? Perhaps moic important than this question is the 
one of whether or not she can do it. Having come to depend 
on men who simply don't care, she may find that tins very lack 
of scruple has made these men less dependent on her then they 
were a year ago. If such persons are in a position to cock a 
snook at her with impunitv, the piospcct lor this country 
looks less than cheerful. Mr Antulay docs not seem to care, 
and has shown it. If Mrs Gandhi docs, now is the time 
to do something about it. The feeling that all is not quite 
well with the public men in the country has peisisied foi too 
long now for her to stand by as an acquiescing spectator The 
way things are. she alone is in a position today to stem the 
rot that has spread so alarmingly. She has established a re¬ 
putation for dealing swiftly, ruthlessly and decisiveK with her 
foe.s. Perhaps she should now demonstrate these skills against 
her (so-called) friends too. 
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Excessive tiontrols'' 




sailing a yacht or a sailing dinghj, 
know that if you arc wanting to sail to 
point over there, your actual coul 
might very well be a little away 
that point. Now, in our own lives 
iind the same thing. Jf your main dcsi 
back to your flat and settle down before is to be healthy and you spend your till 
the te'evision set- Now. all this equip- talking about drugs and so on, this li 
ment that you stait with from the alaim the shortest way to make yourself sic*- 
clock right through the day. including There are a lot of things in life whit ^ 
the automobile remember and ending you gam imlirectly. Am at somethmi 
with the television set. all of these things else and you will probably be happyi] 
were provided by business, by industry possibly be healthy as a by-produC^’ 
and very largely by big business and but these are by-products of anothef 
then as you goto sleep having spent aim. Now, it is the same with employ4, 
,1^. mechanised day in this fashion, ment. Aim at employment and yoH 

Thank you very much. Sir. for that ihcn ask yourself. “Would 1 puvduce chaos and disaster. But tlu 

intelligent and timely question. You will ,,ke to have all those things, notforgettmg obvious thing or .yovernmenl which 

notice that I always compliment the ,hocs that 1 am wearing and creates specially mdustnal employmentr 

questioner as a method of giving myselt ^ 1 ,;^, that is diying in the bathroim, 
time to think. "Von may also notice, y^uuij j rather have all those, il it was 
ladies and gentlemen, as the session alternative to a vote in a parliamcn- 
gocs on that 1 am slightly deaf--a result jary election, which is the mote 
of having reached a post-adolescent valuable-the vote or the technological 
period ot my life- and to that 1 add a equipment which surrounds our days 
selective deafness so tlial I often do not and leisuie? 1 leave the question 

hear the question I do not liappen to 
like. This question 1 think is a splendid 
(,ue_which matters moie, the politician Bhagat 


We reproduce below the discuseior, that followed Professor C- Worfhe^e 
O b- talk nn "ExcessIve Cootrols" delivered in Calcutta on June 17 , 1981 . 

Research Association of the Indian Chamber ttrot 

Parkinson's speech appeared in the Eastern Economist of August 28, 1981. 

D.P. Chakravsrti 

PROUSSOR. HAVING heard you this after¬ 
noon, could 1 have your opinion whether 
for the prosperity of the country you 
think who is more essential and m- 
portant~thc politician or the business- 
man? 

^ C.N. Parkinson 

s'** ^ 


I would not sav quUc the same thing 
employing the unemployed on the roadfli.| 
oi something of that ^ort. But where a: 
government sets up an industry in order 
to create employment, its immediate^ 
effect is to compete against other indus** ^ 
tries which are supporting that Govcrui* ’ 
ment with taxation. In other words, 
the taxpayers' money is bemg used tcJif 
set up competition against the taxpayer$ ' 
themselves and the employment created 


or the businessmen? But 1 won’t answer by creating cm- .. ... . 

it directly. 1 want you to imagine that j ^^nt for the sake of employment matched as a rule by the uncmpIoy*4j 
_s th^ mnrninir awakened bv ^ \ . nient which is also created simultaneous-’' 


^ you gel up in the morning awakened by 
an alarm clock, that you then hear the 
whether foiccasl on your radio, tliat you 
then proceed to breakfast where you 
possibly consume the products provided 
by Mr KcUog- you don't have to but 
1 mean many people do-you possibly 
use a toaster for breakfast if you would 
like to have toast for breakfast, you 
then go down in the elevator—that is the 
American word for lift by the way, the 
Americans have not the time to say lift, 
so they say elevator to land faster than 
you and I—and you then gel into vqui 
automobile and go to your office where 
you spend half the morning on the tele¬ 
phone and the rest ol it by sending 
messages by telex and the rest of the lime 
laying tasks before your typist who hqs 
f an electric typewriter or now-a-days a 
word processor, and finally worn out 


a country can piosper? 


ment which is also created simultaneous¬ 
ly. So you should not try to do that, 
r- M P If* n should not try to create employment 

‘ * I ' <1 business you should nevet 

Again 1 am overwhelmed wil le 

intelligence oi the questions thiit arc • ... . . 


brought forward and this one is very 
apt I think for our discussion today. 
Can a government prosper where the 
object of government appeals to be to 
create cmplo>nicnt for its own sake? 
The answer is no’ because employment 
created in that way is damaging m itsell 
apart from being very useless. J have put 
it this way and I hope perhaps some 
people may find this a useful analogy to 
understand this idea of creating employ¬ 
ment. 

There arc a number of spheres of 
activity in which wc find that you never 
go directly for*your aim of object. Oi^ 


one man more thiin the business justi-1 
lies. It IS Nour business to mm at pros*! 
penty and you aim at prosperity and^ 
then employment is a by-pioduci. Aint 
at employment, >ou prtidiicc disaster.,' 
Aim at prosperity and many good things | 
will be added to you. 

R.H.M. D'Siha 

If wages continue to be linked withl 
the inflation factoi withoutsinuiltaiicouSfj 
increase m production, how willinflatioill 
be contained or controlled? 


WOra processor, ciiiu luiaujr o -j 

by this you get back into your car, get is in sailing. If you are interested m 


C.N. Parkinson 

It is inevitable today that we 


sho 
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all give thought to inflation because 
overtaxed as we are, and each country 
1 visit is more heavily taxed than the 
other, the effect of inflation is the most 
severe tax of all. Now, there arc a number 
of causes of inflation but there is one 
basic cause and we cannot make any 
progress until that one cause has been 
dealt with and that basic cause is in two 
words—government overspending. While 
a government overspends its revenue 
from year to year, it is useless for the 
politicians to tell themselves or each one 
of us that they arc combating inflation. 
They are causing inflation and they arc 
the chief cause of inflation and the first 
step towards dealing with it is to reduce 
government expenditure until it is sligh¬ 
tly less than the government levcnuc. 
1 am particularly upset when I hear poli¬ 
ticians say, if wc redouble our efforts in 
this direction and that, if wc follow this 
policy or another, we will reduce in- 


flation to a mere 10 per cent. 10 per cent 
means that >our money is worthless in 
ten years*. So T am not attracted by a 
mere 10 per cent, 1 am not impressed 
* by a mere five per cent. The right answer 
'' i$ zero inflation. The first step towards 
' it—not the last step—the first step is 
' to reduce government expenditure. This 
may sound to some people as a fairy 
tale, an impossibility. It is not. 


f 

[ Kalyan See 

My question is whether Government, 
V especially in developing countries, should 
[) cooperate closely with the private in¬ 
i' dustry to promote industry and whether 
I that will be beneficial to the country 
as a whole? 


l 

I C.N« Parkinson 

Tliank you. Sir, for yet another in- 
! telligent question on whether business 
1 andOovcinraent should work more close¬ 
ly together as they work together in 
Japan and would that make for better 
prosperity? It certainly would. But there 
are certain conditions about it, Now, 

« if we take the Japanese example, and we 
' are tending at the present time and 1 
t think rightly to look to Japan for an 
' example m efficiency and management, 
K-and so we have to remember that the 
Drnment in Japan has a policy of 
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Relying on Computers 

"'The story that 1 am going to tell you suggests to you that you should not rely 
too heavily on the computer. The story concerns the most expensive computer 
in the world which was provided two years ago to the Pentagon in Washington, D,C, 
and the purpose oj this computer was to solve strategic problems, they have 
strategic problems in the Pentagon. And when it arrived and was set up they 
decided to test the machine on an imaginary problem, not a real problem, an 
imaginary problem just to see how the thing worked and that imaginary problem 
concerned the threatened invasion oj the United States by an unnamed joreign 
power via Alaska^ and into that computer they stujjed all the information, relevant 
or irrelevant, with any possible bearing on this threatened invasion—the distances, 
the geographical factors, the climatic conditions, the numbers, the supply positions, 
the intelligence, the water supply, the whole lot^all stujfed into this computer— 
a terrific bundle of information. 

Then the Commanding General put to it the 64 billion dollar question and he 
put it in this form, '"Shalt / advance or shall J withdraw"'. He then piessed the 
button—and the machine went into action, the lights flashed on and off. Out came 
the answer, ""yes'*, and the Commanding General was somewhat nonplussed by this 
unhelpful response. But he knew what to do. He did what any Commanding 
General would do in these circumstances. He turned to his second-in-command 
and said, ""what do we do nowV" and the second-in-command did not fail him—no 
second-in-command ever does. He replied, ""General, I guess we better rephrase 
the question". So they rephrased the question as follows: "Yes, whatT' And the 
General pressed the button and the lights flashed on and off. The machine digested 
1 the que.stion and produced its final answer "Yes, Sir". 


encouraging business, it does not have a 
policy ot superceding it. It creates a 
far-sighted climate m which private in¬ 
dependent business can flourish. This 
is how the businesses flourish enor¬ 
mously as we know. There arc other 
countries in which the Government is 
socialistically inclined and it begins by 
taking over a large section of business 
and running it at a loss. Any business 
run by Government is normally run at a 
loss. Of course, this is the burden that 
has to be carried by the remainder of 
business. After all, wealth must be 
created before it can be spent. So each 
loss-making (industry has to incur it 
by us—those of us who are making a 
profit. 

Then the Government puts out a pro¬ 
gramme, perhaps a vague programme, 
but one pointing to a future in which all 
the banks will be nationalised, all the 
insurance companies will be nationalised 
at some future date. Now, what effect 
does this have on people in private in¬ 
dustry when the future is painted for 
them in those terms that at some future 
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time their throats arc going to be cut? 
The Government is going to leave them 
working for a time and will then dis¬ 
possess them at some future time. What 
basis is that for mutual trust, what climate 
is that in which business can prosper? 
1 think part of the secret of success in 
Japan—although only part of it—is that 
the Government does not encroach on 
business and does not threaten to do so. 
If you are a businessman in Japan, you 
are not looking forward to a future in 
which you will lose your business to 
Government. All you do is to look to 
the Government to encourage you and 
help you in the running of it. That is 
an example of Government and business 
working more closely together. Bui you 
see that there is that condition there 
that in effect each must respect the terri- 
toiy of the other and when one or the 
other side has a plan for conquest, 
this cooperation must surely become 
impossible. 

Professor, my question is why do 
SBFTSiaffR 4» 1981 



countries with large natural resources 
and manpower remain poor? 

^ C.N. Parkinson 

To apply manpower to natural re¬ 
sources requires management ability and 
where that ability fails, the requisite 
elements in prosperity are not brought 
together. To produce a successful in¬ 
dustry we want suitable location, we want 
suitable capital, we want suitable work 
force, wc want raw materials, we want 
markets and all those elements have to 
be put together by people who are willing 
to take a risk and by people who are 
able to raise the capital and by people 
sufficient ability to make it a success. 
In some countries this ability is lacking 
and one reason ^'vhy it is lacking in some 
countries is that the rate of taxation is 
so high that people of ability have left 
the country and this happens extensively. 
The obvious answer to a penal rate of 
taxation is to leave the country. It has 
fascinated me to sec that when people 
qualify as physicians and surgeons, 
qualify in the medical profession in 
Britain, a high proportion of them then 
leave for Canada where the rewards arc 
apparently higher. The physicians in 
Canada then leave for the United States 
where the rewards arc higher still. What 
'^meanw'hile Britain is to do? Britain 
recruits its medical men from India and 
Pakistan on which the British health 
service entirely rests. Then what happens 
in India and Pakistan? They are largely 
left without medical advice and their 
health is vastly improved! Now, I am 
sorry that was perhaps not relevant as 
a story, it just occurred to me. 

I now tell you a story about efficiency. 
And this is another story about a medical 
num. It turns on that admirable grasp 
of the English language which everyone 
present has already shown and this 
doctor decided that he was wasting a lot 
of time in his clinic because his patients 
were being examined and questioned 
and so on, he waited until they had 
finished and then he waited all around, 
thought—wouldn’t it be better if 
/rlny receptionist took down all the details 
^ while I examine the patient and then I 
will be able to get on to another patient 
and I don't have to write it all down 

ftMnwH maoHomn 
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myself. So the doctor decided that the 
receptionist should deal with it, take it 
all down. Then he had another thought. 
He said, well but if I am examining a 
male patient, it is a little embarrassing 
if this girl is present. So 1 will put her 
behind a screen and she will take down 
the notes from there. Lovely efficient 
piece of administration, and the first 
patient he had to examine, he asked him 
those questions that doctors often ask— 
Do you smoke? Do you drink? Do you 
gamble? Do you take any exercise and 
so on and finally said, what about sex? 
And the patient replied, “infrequently”. 
From behind the screen came the recep¬ 
tionist’s voice saying doctor, is that one 
word or two? 

A.K. Rangta 

Professor, in India the policy of the 
Government is to discourage big indus¬ 
tries and big enterprises because they 
feel that this may help promote wider 
entrepreneurship in the countiy. Do 
you think that this policy will in effect 
help create wider entrepreneurship or 
it may ultimately lead to slow down in 
the rate of growth and restrict the eco¬ 
nomic development of the country? 

C. N. Parkinson 

This is a thing which I think that we 
often misunderstand because large com¬ 
panies often are noted to absorb smaller 
ones and we then think what a dreadful 
future if all business is going to be ab¬ 
sorbed into a lessening number of larger 
and larger companies. The interesting 
thing is that this is not happening and 
in fact there is no real tendency in that 
direction, one reason being that a laigc 
company by its existence tends to bring 
into existence a whole number of smaller 
ones, to make components for them, 
the ancillary industries attached to it, 
and in fact over the last fifty years it is 
roughly true to say, in most countries, 
that there has been no greater concentra¬ 
tion of industry. 

SJS. Kaaoria 

Professor Parkinson, my question is 
in a lighter vein and 1 do not wish the 
audience to take it seriously either. 
During the course of your speech you 


have strongly condemned the committees 
and recommended that they must be 
non-existent immediately and as soon 
as wc do without them it will be better. 
Now, it so happens that the Economic 
and Scientific Research Association 
which has invited you and its parent 
body the Indian Chamber of Commerce^ 
work only through committees and it 
appears they can work only through 
committees. Now, in view of the same, 
do you recommend that they should 
wind up their business, say, from to* 
morrow after safe return of yours and 
Mrs Parkinson from Calcutta? 

C.N. Parkinson 

This, 1 think, is a light-hearted question. 

I could treat it in a very light-hearted 
way but initially I shall not do so. WJiat I 
should like to suggest to the Indian 
Government, whether of Bengal or the 
federal Government, is this : that there 
should be a Minister whose sole duly 
would be with the repeal of legislation 
and the abolition of committees. He 
will have no other duty and when any 
law or any bill was put before the legis¬ 
lature and was about to be passed, that 
Minister would abolish two existing acts 
of the legislature from the past and 
whenever any one puts forward a plan 
for forming another committee, that 
Minister would abolish two committees 
already in existence. 

I would not dare intervene with the 
affairs of these august bodies that have 
invited me here. This would be a very 
poor return to hospitality. Instead, T 
will end by telling you what is, I think, 
the perfect pun in the English language. 
This is a little reward for those who arc 
still here and have remained with us 
throughout this long and serious dis¬ 
cussion. Now, this story concerns the 
Spanish bull ring. The corrida is in 
process, the bull is rampaging in the 
arena and the whole thing is going for¬ 
ward. But in the audience there is an 
anarchist, an absolutely rotten type, a 
man who has brougt, a bomb with him 
into the arena. He throws it into 
the arena. The bull secs the bomb and 
swallows it, and all the audience rise 
to their feet and say “a bomb in a bull' 
(abominable)". 1 apologise. Sir. 
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Shipping Outlook 


R. C. Ummat 


WiLi THE current (Sixth) Plan target of during the 13 months to December, 


adding a net 2.5 million gross register¬ 
ed tonnage (GRT) lo the merchant 
fleet of the country be accomplished ? 
This pcitincnt question has arisen 
following the slow additions to capa¬ 
city during the past three yeais 

The taigcl has been set so as to raise 
the country’s shipping gross legistered 
tonnage to at least 10 million by 1990. 
Jn fact, ships aggiegating to 3.4 million 
GRT are to be acquired by 1984-S5, 
for 0.9 million GRT has to be scrapped 
by then from the existing fleet. The net 
operative capacity towards the close of 

1979 was about 5 63 million GRT It 
is to be augmented lo slightly over eight 
million tonnes by the end of the cui- 
rent Plan 

The slow additions to the net opera¬ 
tive tonnage since 1978 is evident from 
the following facts At the end of 
November, 1978, the country had sligh¬ 
tly over 5 58 million GRT. About 1.45 
lakh GRT were added during the subse¬ 
quent 12 months. The net addition, 
however, was just around 0.38 lakh 
GRT; 1.07 lakh GRT was scrapped 
from the end-November, 1978 fleet. 
By the close of November, 1979, the 
country, thus, had 5 62 million GRT. 

The net operative fleet was raised lo 
5 68 million GRT by December 31, 

1980 The gross addition during the 
13 months to December, 1980, was 
around 1.4 lakh GRT Scrappings 
were around 0.8 lakh GRT, 

The taiget set for 1980-81 was to add 
3.11 lakh GRT. Fven allowing for 
some acquisitions between Januaiy and 
April, 1981, this obviously could not 
be accomplished as only ships to a total 
of 1 4 lakh GRf had been acquired 


1980. 

The slow growth in the shipping ton¬ 
nage in 1978 and 1979 apparently was 
due to the recession in the industry 
following shrinkage of world trade 
The somewhat improved performance 
in 1980 IS attributable to increased pro¬ 
fitability, primarily following raises in 
shipping freights. The increased costs 
during 1980, following a further hike 
in woild oil puces and sluggish growth 
in global trade this year, howcvci, have 
again turned the tide against the indus¬ 
try It, therefore, remains to be seen 
whether this year’s target of a net addi¬ 
tion of 3.33 lakh GRT to the Indian 
shipping capacity will be attained. To 
some extent, the slow growth in 1978 
and 1979 was also attiibutablc to tardy 
processing and placing of orders 

The Union Ministry of Shipping, ol 
course, is confident that not only this 
year’s target but also the Sixth Plan 
programme as a whole will not prove 
beyond accomplishment. This opti¬ 
mism has Its genesis in the accelerated 
clearances granted duiing the 14^ 
months to mid-June last for the acqui¬ 
sition of additional tonnage. Proposals 
foi as many as 56 ocean-going vessels 
had been cleared during this period 
aggregating to 8.58 lakh GRT. 

Asregaids the immediate outlook, 
20 ships to an aggregate 3.76 lakh GRT 
were on order for construction by the 
Indian shipyards and eight ships to 
I 32 lakh GRT with foreign shipyards 
as on May 1 this year. A good portion 
of this tonnage should accrue this year. 
Then there will be some acquisitions of 
second-hand tonnage for coastal ship¬ 
ping which is being encouraged to re- 




lievc the pressure on railways and road 
tiansport 

With Rs 775 crorcs already available 
with the Shipping Development Fund 
Committee (SDFC), out of which loans 
lo about Rs 250 crores have been gran¬ 
ted during the last 15 months, financing 
of additional tonnage in terms of the 
Sixth Plan target ostensibly should not 
pose any problem. The public sector 
outlay envisaged for attaining the Sixth 
Plan target is Rs 720 crores But some 
more allocations may have to be made 
despite the fact that orders on the 
foreign shipyards are also financed, 
besides fiom the SDFC loans, through 
the “New Scheme for Ship Acquisition 
from Abroad.” Including this finance, 
loans to the tune of Rs 316.34 crores 
had been cleared by the SDFC till 
lately. The need for more funds has 
arisen because, on current reckoning 
in knowledgeable circles, the Sixth Plan 
acquisition programme may cost at 
least an additional Rs 100 crores owing 
to inflation. 

Notwithstanding the optimism of the 
Union Ministry of Shipping, some slip¬ 
pages in the attainment of the Sixth 
Plan target cannot be ruled out. The 
proposed addition is to be 60 per cent 
in the public sector tonnage of the Ship¬ 
ping Corporation of India and Mogul 
Line and the balance 40 per cent in the 
private sector. The Shipping Corpora¬ 
tion is to acquire 47 ships and the 
Mogul Line 20 vessels. This acquisition 
programme is to be completed in two 
phases. The Shipping Corporation has 
to acquire in the first phase 21 ships 
and the Mogul Line 11 ships. The ' 
latter has placed orders for three ships 
on the Indian shipyards. 

Since the domestic capacity at the 
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Vishakhapatnam aad the Cochin ship¬ 
yards is limited and can cater for about 
Hy 0.8 million GRT during the current 
Plan period, most of the additional 
tonnage will have to be procured from 
abroad. Both the public sector under¬ 
takings are expected to place the first 
phase order by the end of this month. 
As the lead time of foreign shipyards 
ranges between eighteen and twenty- 
four months, most of these order can, 
indeed, be expected to materialise 
during the current Plan period. 

The same, however, cannot be said 
^bout the second phase programme 
. *ii^nless the orders under it are finalised 
expeditiously. Ordering of ships, indis- 
, putably, is a time-consuming process. 
The execution of some of the second 
phast* orders of the Shipping Corpora¬ 
tion and the Mogul Line, therefore, 
may spill over to the Seventh Plan. 

Though no firm data are available 
of the acquisition programmes of the 
private sector, it is difficult to say whe¬ 
ther the additions on its account will 
fully materialise. Two other develop¬ 
ments have also to be contended with 
in so far as the private sector acquisi¬ 
tions arc concerned. First, as men- 
‘^^tioned above, the profitability of the 
industry has again suffered some set¬ 
back. Second, the Union Finance 
Ministry desires the Shipping Minis¬ 
try to ensure that the loans grant¬ 
ed by the SDFC at the exceptio¬ 
nally low interest of 4.5 per cent for 
the acquisition of new ships are not 
misused by the new entrants in the 
shipping line for other purposes in view 
of the high interest on commercial 
borrowings and the tight money policy 
being pursued at present. 

The former development may not 
upset private sector's acquisition pro¬ 
gramme much as besides an upturn in 
global trade leading to some improve¬ 
ment in shipping freights in not too a 
^^iteant future, the resort to wheat im- 
4 I ports this year are considered a stimulus 
^ for Indian shipping. The latter develop¬ 
ment too should not affect the acqui- 
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sition programme of the private sector 
shipping lines as there are little chances 
of misuse of SDFC loans by them. 
The plans of such industrial entrepre¬ 
neurs who have only shipping cells 
and no proper separately registered 
shipping concerns, however, may en¬ 
counter some difficulties in expeditious 
sanctioning and disbursement of SDFC 
assistance. Inquiries show that no 
change, of course, is contemplated in 
the grant of SDFC loans for acquiring 
new ships by the existing or the 
new shipping companies which gel 
registered. 

Coastal shipping should receive sig¬ 
nificant fillip following the recent sub¬ 
mission to the Government of the 
Pradhan Committee report. Estimating 
that coastal tralUc, which currentl> is 
about 1.2 million tonnes per annum, 
can go up to 7.^ million tonnes in 1984- 
85 and upto 12.1 million tonnes by 
1989-90—possibly to 14 million tonnes 
if some quantities of cement, fertilisers, 
foodgrains, clinkers, general cargo 
and salt are reserved for coastal ship¬ 
ping-the committee has suggested 
that coastal shipping tonnage should 
be increased to 0.717 million DWT 
by 1984-85 and 1.112 million DWT by 
1989-90 from the present 0.125 mil¬ 
lion DWT. 

It has been very pertinently observed 
by the committee that the current dep¬ 
lorable state of coastal shipping is pri¬ 
marily due to it being starved of cargo, 
including bulk cargo, in the absence 
of any cargo reservation; uneconomic- 
freight structure; inadequate and in¬ 
frequent freight revisions to compen¬ 
sate for escalating costs, etc. It has 
made wide-ranging recommendations 
to make coastal shipping economically 
and commercially viable. They can 
be expected to be accepted by the 
Government in the near future. In 
fact, it is proposed to augment the 
coastal fleet by nearly three dozen 
vessels. 

The above should suggest that if 
energetic action is taken and the 
second phase orders for ocean-going 


ships are placed expeditiously by the ^ 
Shipping Corporation and Mogul X 
Line, the shortfalls in the attainment of ^ 
the current Plan target of augmenting X 
the merchant shipping fleet of the t 
country by 2.5 million tonnes (net) by f 
J984-8.5 may not be marked. There j 
can be no two opinions on raising the X 
strength of the shipping fleet to effecti- t 
vely cope with the growing export X 
trade requirements as well as for X 
opening of new shipping routes to the X 
developing countries with which trade X 
is being fostered. Slippages in the X 
acquisition of new tonnage, therefore, t 
have to be obviated. t 


it is heartening to note that the X 
ports development programme is being X 
accorded a high priority even though a X 
good deal of improvement has been X 
witnessed in port operations in the % 
recent months. The position at all X 
ports, barring Bombay and Madras, is X 
stated to be quite satisfactory. The X 
difficulties at the Madras port are X 
primarily attributed to diversion of X 
some fertiliser traffic from Visaklia- X 
patnam. The only solution to the X 
difficulties at Bombay, of course, can t 
be resolved when the Nhava Sheva ^ 
project in completed. The detailed X 
project report for this scheme is cx- X 
peeled to be available in the next few X 
weeks and work on it is likely to be X 
started by the middle of next year. X 
Initially, handling facilities at this X 
port arc to be provided for 12 million X 
tonnes traffic annually. Ultimately, X 
the port will be able to handle 30 X 
million tonnes cargo per year. Consi- X 
deration is being bestowed on improv- X 
ing the draught at the Haldia port. X 
This programme is proposed to be % 
finalised after receiving the opinion of ] 
a Dutch consultant who visited J 
Calcutta recently. Some proposals 1 
have been formulated tentatively on ^ 
the basis of the hydraulic and other ^ 
studies which have been conducted. 1 
The Dutch expert is bestowing a J 
second look on them. Concerted 
action is being taken to fulfil the 
current Plan's pons development 
programmes. 
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In the Nation 


Neyveli Forges Ahead 


For three days in a row towards the 
close of August, the Neyveli Lignite Cor¬ 
poration had been in the news. On 
August 28, the Union Minister for Energy, 
Mr Ghani Khan Chaudhury, laid the 
foundation stone for a new thermal sta¬ 
tion to a capacity of 630 MW. The next 
day, the Tamil Nadu Chief Minister, Mr 
ifjfj. Ramachandran, formally inaugu- 
the office complex of NIC at 
\ Madras constructed at a cost of around 
' Rs 40 lakhs. 

The image of the corporation as a 
chronically sick undertaking ever in need 
of oxygen has greatly been erased by the 
many-sided improvements recorded in 
recent years. The gross profit earned by 
NLC in 1980-81 has been around Rs 37 
crorcs and it is embarking on a massive 
expansion of the output of lignite and 
power at an estimated cost of over Rs 450 
crores. Investments already made in the 
first stage of production arc in the region 
of Rs 2^0 crores. 

A Bold Concept 

Twenty five years ago, Jawaharlal 
Nehru and T, f. Krishnamachari helped 
launch the corporation to produce lignite, 
an inferior form of coal, at Neyveli, some 
240 kilometres south of Madras. The 
concept was indeed a bold one: to dig up 
lignite embedded at depths of over 50 
metres by a system of open cast mining 
through highly mechanised equipment. 
The over-burden involved was from 50 
to 95 metres before reaching the lignite 
seam with an average depth of 15 metres. 
The original project was to dig out 6.5 
million tonnes of lignite in a year to sup¬ 
port a 600 MW thermal station, a 
152,000 tonne urea plant and 320,000 
tonne plant to produce carbonised bri- 
rfCuettes for domestic and industrial uses. 

* The Sixties had been momentous years 
for Neyveli. Production of lignite com¬ 
menced in May, 1962. The thermal plant, 
$et up with the Soviet assistance, also 



began feeding power into the Tamil Nadu 
grid from around the same time. The 
theimal plant was built with a capacity of 
600 MW with 6 x 50 MW and 3 x 100 MW 
units and giew to be one of the largest 
thermal power stations in the country at 
that time. In fact copious availability of 
power from Neyveli helped Tamil Nadu 
embark on a programme of massive rural 
electrification. Vast tracts of South Aicot, 
North Arcot and C'hingicpet districts, 
which were rain-fed for centuries, bene¬ 
fited immensely from the availability of 


S. Viswanathan writes 
from Madras 


power and brought under agriculture 
thousands ol acies of fallow land. 

Neyveli commenced production of urea 
based on lignite aioiind March, J%6, and 
thus pioneered gasification of this solid 
fuel in a big way. Production of urea 
out of lignite touched the peak of 92,000 
tonnes in 1969-70 

lJnforiunitcl>, in line with the experi¬ 
ence of several large public sector under¬ 
takings, Neyveli ‘ ulTcred due to neglects 
of timely financial and managerial inputs. 
The original estim.itcs of mining equip¬ 
ment were found to be faulty and thus 
against the target of mining 6.5 million 
tonnes of Iiginie in a year, output was 
hardly half that level Also having started 
with the most advantageous scctois with 
the smallest ovei burden, as years pro¬ 
gressed, greatei volume of overburden 
had to be removed to reach the lignite 
seam and so till about the mid-Sevcnties, 
the corporation suffered from low levels 
of lignite output with its consequent im- 
picton the production of power, uiea 
and Leco. This also affected the financial 
performance and for several years the 
corporation recorded sizable losses. Thus, 
at the end of 1975-76, accumulated losses 
amounted to Rs 84 crores. 


In 1972-73, Mr Mohan Kumara^ 
manga lam brought in a Mining Engineer 
of proven record, Mr S. Yegneswaran, to 
head NLC. A committee appointed at 
that time recommended expansion of 
mining capacity. Systematic blasting was 
resorted to improve the icmoval of over¬ 
burden. An investment of nearly Rs 130 
crores was made m augmenting mining 
equipment. Chronic sickness suffered by 
the urea plant in gasifying lignite was 
also sought to be overcome by replacing i 
this section by fuel oil gasification. These 
cumulatively brought in an electrifying ' 
change in the performance and conse¬ 
quently in the future of Neyveli. Lignite 
production touched a record of 4.8 mil¬ 
lion tonnes in 1980-81. It has its direct ; 
impact on the production ,of power and ; 
Lcco. Power output during 1980-81 shot up 
the over a thii d, Leco production recorded 
a nearly thrcc-fold mcrcacc to 76,700 tonnes ' 
compared to that of 1979-80, Urea pro¬ 
duction also set up an all-time record of 
134,235 tonnes in 1980-81 and the system 
of retention prices helped the corporation 
earn handsome profits over this produc¬ 
tion. Piofit after providing for interest 
and depreciation shot up from Rs 3.34 
crores in 1979-80 to an estimated Rs 18 
crores in 1980-81. 

Changed Outlook 

The vastly changed outlook in the last 
five years and the sti css laid on power 
production in the Sixth Plan helped NLC 
obtain a massive expansion. President 
Sanjiva Reddy inaugurated woik on a 
second nunc in July, 1979, designed to 
produce 4.7 million tonnes of lignite. On j 
August 28, Mr Ghani Khan Chaudhury, 
Energy Minister, laid ihe fonndation 
stone for the second thermal power sta¬ 
tion which will have three units of 210 
MW capacity each. These two projects 
will involve an additional expenditure of 
over Rs 450 c.orcs. The Union Energy 
Minister also spoke with a lot of enthusi- 
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: asm on the scope for further massive 
expansion. Lignite output from further 
expansion of the second mine could get 
an additional six million tonnes which 
can support another 840 MW of power. 
A third mine could be opened up to pro¬ 
duce 10.5 million tonnes of lignite, which 
can support a power plant of 1500 MW 
of power. There is also scope for expand¬ 
ing output of urea based on lignite, at 
1500 tonnes per day with the possibility 
of producing methanol and a wide range 
of organic chemicals. 

The vast expanse of cashew forests of 
not so long ago has thus given place to a 
modern sprawling township at Neyveli 
spread over 33 sq kilometres. Over two- 
thirds of the total employees numbering 
18,000 have been provided with houses 
and the second phase of expansion under 
way has potential for employing another 
6000. When these arc completed, the pro¬ 
ject would account for a total investment 
of around Rs 700 crores. 

Reliable Source 

Lor a chronically power-hungry State 
like Tamil Nadu, whose growth in power 
consumption has been consistently higher 
than the growth in capacity, Neyveli has 
been a reliable source of power. The 
corporation has so far produced around 
40,000 million unils which has been al¬ 
most totally sold to the State at prices 
which have been modest. In the absence 
of any other fossil fuel in the Slate. 
Neyveli has assumed a tremendous signi- 
hcancc as a source of reliable power. The 
State is naturally keen (hat the entire 
benefit of expansion in the output of 
power at Neyveli should flow to her. Of 
course the Centre docs not accept this 
demand. The entry of the Centre in the 
power sector in a big way is designed to 
ensure a measure of equitable distribution. 

I The super thermal power stations have 
been developed to remove the past dis¬ 
crepancy of leaving power almost entirely 
in the hands of the State. Since Tamil 
Nadu will be getting a share from the 
super thermal station at Ramagundam, 
' it is but logical that a share of Neyveli 
should also be provided for other neigh- 
^ hours. The solution obviously lies clsc- 
[ where: in a massive build up of capacity 

L to provide for comfortable surpluses. 

t^EASTERN tCUNOMIS.! 


Though the provision for power develop¬ 
ment in the Sixth Plan is ambitious, un¬ 
fortunately the level of preparedness to 
fully utilise the opportunities is uneven. 
In 1980-81, an addition of Just 1,200 MW 
had been made to thermal capacity in 
operation. At this rate there is bound to 
be a vast shortfall between the Plan and 
the performance. And precisely in such a 
milieu, Central undertakings like Neyveli 
and the National Thermal Power Corpo¬ 
ration can prove their superiority through 
better performance. 


Steel Distribution 


Tiu: JOINT plant committee is expected 
to soon liberalise the steel distribution 
policy. This should not cause any sur¬ 
prise. The domestic production during 
the lirst five months of the current finan¬ 
cial year has shown a marked improve¬ 
ment (around 30 per cent) over the out¬ 
put during this period last year. The 
liberal import policy particularly in re¬ 
gard to billets, has augmented supplies 
materially. 

With the decontrol of the prices of 
billets and wires and rods a few 
months ago, the distribution of these 
items was completely freed. The steel 
entitlement formula for several other 
items is now being relaxed. The most 
important category of products for which 
the consumers will now be allowed to 
register any demand with the main pro¬ 
ducers will be cold rolled sheets and 
coils. The supplies of these products 
are stated to be quite abundant. The 
satisfactory availability of HR coils of 
thickness above 5 mm and skelp may also 
prompt freeing their supplies from distri¬ 
bution control. The existing procedures, 
of course, are likely to be continued in 
the case of HR coils of 5 mm or lower 
thickness. 

The present five tonne ceiling on alloca¬ 
tion of steel to residential house-builders 
is being raised to 10 tonnes, subject to 
the submission of approved building plans 
and supporting certificates from chartered 
engineers or architects. For pig iron, the 
existing pplicy is to be continued, but the 
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entitlement formula will take into consi¬ 
deration the best ofT-take during the pre¬ 
vious five years or 20 per cent ofthc^r 
licensed capacity, whichever is higher. 

The present system of steel allocation 
to priority sectors such as defence, rail¬ 
ways, irrigation and power projects, ex¬ 
porters of engineering goods, etc, is pro¬ 
posed to be continued to ensure ade¬ 
quate supplies to them. No relaxation 
in allocation norms are contemplated in 
the case of plates and structurals which 
arc in short supply. 

The production trends so far augur well 
not only for the attainment of the targets 
set for the units of the Steel Authority 
of India—7.12 million tonnes of mgofs, 
5.73 million tonnes of saleable steel and 
1.42 million tonnes of pig iron—but also > 
for some further improvement in pro¬ 
duction. 


Power Probe 
Without Purpose 


S(K)N Ai riR his return from foreign 
tour, the Chief Minister of West Bengal. 
Mr Jyoti Basu, ordered an enquiry 
the circumstances which led to the shut"* 
down of the 480 MW Santaldih thermal 
power station on August 18. Mr P.K. 
Bhattacharyya, who has been entrusted 
with this assignment, has vast experience, 
having worked in the Electricity Depart¬ 
ments of the Governments of West 
Bengal and Bihar and in the Damodar 
Valley Corporation. He has been asked 
to identify the areas of failure in the 
management responsible for the shut¬ 
down and to suggest measures to prevent 
similar situations. Mr Bhattacharyya may 
be expected to do a thorough job and 
make appropriate recommendations. But 
what are the prospects of their effective 
implementation? 

The operation of the Santaldih power 
station had created several critical prol^r' 
lems in the past. There had been 
occasions when generation had suffered 
heavily due to fires or sabotage or other 
causes. The State Government had 




conducted enquiries into these incidents, 
but the performance continues to be 
highly uncertain and unsatisfactory. One 
Ijj^canunderstand technical difficulties ham¬ 
pering generation. But, in fact, the 
problems have arisen mainly from de¬ 
ficiencies in management and indiscipline 
among workers. The closure of three 
units on August 18 was due to the acute 
shortage of light dicseJ oil, while the 
fourth unit was being overhauled. The 
Chairman of the State Electricity Board, 
Mr N.C. Basu, cvpiained that because of 
wet coal, more diesel oil had been con¬ 
sumed to run the three units and its 
stock luid been exhausted much earlier 
than was originally envisaged. As a 
-''^ult, Calcutta and the districts ex¬ 
perienced massive power cuts and many 
areas were deprived o( electricity for as 


R. J. Venkateswaran writes 
from Calcutta 


long as 14 hours. Power cuts weic al.so 
Tip(*sed on mdiistiics. Iheir lequite- 
ments were ieduced by one-third of 
Ihcir demand. 

The Laboui Munster, Mr Krishnapada 
Ghosh, who looked after the power 
portfolio m the absence of the Chief 
-i-Mmister, described the situation at 
^^antaldih as "strange'' and ‘scandalous". 
But conflicting accounts appeared in 
newspapers regarding the real reasons 
for the crisis. Mr Jyoii Basu was re¬ 
ported to have directed from Zurich 
that the Government should deal firmly 
with indiscipline and that action should 
be taken before he leturned to Calcutta 
on August 24. Mr Krishnapada Ghosh 
said that the employees at Santaldih 
had been agitating for over-time, but 
the Chief Minister had ordered before 
his foreign trip that no over-time should 
be paid. Some sections of workers, 
however, emphatically denied that they 
were agitating and that this had dis¬ 
rupted generation. They clarified that 
there had been no go-slow or other kinds 
^f protest over the curtailment of over- 
On the other hand, they asserted 
that it was the management that was 
solely responsible for creating the critical 
situation. 


But, significantly, the CPI(M) leader, 
Mr Promode Das Gupta, said that “ir¬ 
responsible trade unionism’' was the 
cause for the trouble in the power plants, 
resulting in “untold suffering to the 
people". He rcmaiked that “there has 
never been any practice which outright 
gives a worker the right to over-time the 
day he joins his duties" and that such 
irregular practices were rampant in the 
power plants. 

Against this background, will it not 
be unrealistic to expect that the Govern- 
mcni of West Bengal will be able to 
enforce discipline m Santaldih following 
the recommendations of Mr P. K. 
Bhattacharyya? Incidentally, it is interest¬ 
ing to note that, around the middle of 
August this year, power supply in Kerala 
was severely dislocated due to the agi¬ 
tation by u section of workers. The 
Hindu has reported that at many places 
in Kerala, the supply of power was dis¬ 
rupted because ol “sabotage of almost 
all major liansmission lines in the 
northern distritls and Quilon". The 
papei recalled that certain transmission 
lines had been sabotaged also on August 
8, “allegedly by the supporleis of the 
tiade unions conlioiled by the CPI (M) 
and CPI". 

If Mr Proniodc Das Gupta considers 
the demand (or over-lime as irresponsible, 
what has he to say about the sabotage of 
transmission lines by workers m Kerala? 

No Money for 
Bonus ? 

Tur noM s issue has been a bone of con¬ 
tention between the jute industry and its 
workers in recent years. In the current 
year also, major differences between 
labour and management in this matter arc 
likely to disluib industrial relations. At 
the annual meeting of the Indian Jute 
Mills' Association, held in April this year, 
the then Chairman, Mr K.K. Bajoria, 
said that “the strident claims made by 
trade unions for payment in excess of the 
statutory quantum of bonus and suppor¬ 
ted by the State Government in disregard 


of the provisions of law had to be even¬ 
tually settled by the industry under com¬ 
pelling circumstances”. It seems that this 
year also the State Government will per¬ 
suade or pressurise the industry to con¬ 
cede the workeis' demand for bonus. 

The IJMA has applied to the Govern¬ 
ment of West Bengal, under Article 36 of 
the Payment of Bonus Act 1965, for 
exemption from the payment of bonus for 
the current year on the ground that the 
industry has been incurring heavy losses, 
estimated at Rs 60 crorcs in the last six 
months. A spokesman of the IJMA re¬ 
vealed recently that, because of unecono¬ 
mic working for a prolonged period, the 
industry had practically wiped out its 
resources. There has been a sharp increase 
in the cost of production on account of 
the higher support price for raw jute, rise 
in wages, and the hike in the prices of 
batching oil, diesel oil and other petro¬ 
leum products. 

Strained Finances 

The loss in carpet backing, hessian 
and sacking has been of the order of 
Rs 2000, Rs 1300 and Rs 800 a tonne 
respectively. The finances of the mills, it 
is stated, have been strained to such an 
extent as to compel many of them to resort 
to distress sales. The IJMA has expressed 
the fear that if this situation continues, 
some mills may be even faced with the 
prospect of closure. It has, therefore, 
suggested that to improve the industry’s 
prospects, the Government of India should 
provide cash assistance on the export of 
jute goods, buy one lakh B Twills on cost 
plus formula, encourage the consumption 
of new bags by the cement industry, and 
adopt other appropriate measures to sti¬ 
mulate demand both in India and in the 
foreign markets. 

All these proposals were made to the 
Government of India more than nine 
months ago. But New Delhi does not 
seem to have clearly appreciated the 
seriousness of the crisis facing the jute 
industry. The task force on the Jute 
Industry, which submitted its report in 
last February, had made scvcial recom¬ 
mendations to review the industry and 
strengthen its competitive capacity, but 
action on most of them is yet to be taken. 
Meanwhile, the industrial relations threa- 
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ten to deterioriate and disrupt production 
at a time when export promotion has as¬ 
sumed greater urgency. 

Strikes and lock-outs over various 
issues, resulting in big loss of man-days, 
have been taking place in the jute industry 
almost every year. The number of strikes 
and lock-outs was 44 m 1977, 78 in 1978 
and six in 1979, resulting in the loss of 
man-days of 1,000,272: 1,598,909; and 
6,511,600, respectively. The strikes were 
called mainly to support the demand for 
higher wages, dearness allowance, house 
rent allowance and for increased quantum 
of bonus. 

The Payment of the Bonus Act empo¬ 
wers the Government to exempt any esta¬ 
blishment from its provisions if it is con¬ 
vinced that such exemption is in the pub¬ 
lic interest. But the Government of West 
Bengal surely is not going to exercise this 
power in favour of the jute industry. Jute 
workers* unions have expressed their 
strong resentment at the attitude of the 
JJMA and have threatened to resort to 
strikes and other forms of agitation. 1 he 
General Secrctaiy of the Federation of 
Chatkal Mazdoor Union has said that 
“whenever jute workers raise justified de¬ 
mands, the jute barons reject them at the 
first stage only to concede them later in 
the face of united struggle by the wor¬ 
kers.*’ 

On a previous occasion when the re¬ 
presentatives of the IJMA told the Chief 
Minister, Mr Jyoti Basu, that the industry 
did not have the money to pay bonus, he 
advised them to find the resources some¬ 


how and pay the workers. He advised 
them that, if necessary, they should “beg, 
borrow or steal.” It remains to be seen 
whether this year Mr Basu will repeat his 
remedy or make any fresh suggestions. 


Trading with Down 
Under 


Ai siRAi lA IS showing interest in India as a 
potential supplier of various goods. This 
emerged from the recent visit of Mr J.B. 
Gough, leader of the Australian trade 
delegation. 

Bilateral trade between India and 
Australia has not been laige. India’s 
share in Australian imports amounted to 
just 0.7 per cent in 1979. Pointing this 
out, Mi Pranab Mukherjee, the Commerce 
Minister said that urgent steps must be 
taken to identify items in which bilateral 
tiade could grow. 

Possibilities of joint tendering for 
projects in thud countries, market re¬ 
search to ascertain consumer on reference 
for products, and other related matters 
were also discussed. The visit of the 
Australian Tiade Mission was a follow¬ 
up of the meeting between the Deputy 
Prime Minister of Australia and the 
C ommerce Minister in June. 

Speaking at a luncheon meeting, Mr 
Gough denied that Australia was following 


NOTICE 

Due to increase in foreign postal rates the foreign 
subscription rates of EASTERN ECONOMIST have been 
revised as follows : 

ANNUAL (Surface Mail) : $ 50 or £ 25 

CHIEF EXECUTIVE 


protectionist policies. To support his 
contention Mr Gough said that 70 per 
cent of Australian imports were duty- 
free while 20 per cent attracted duty 
ranging between 5 and 30 per cent and 
that only the remaining 10 per cent of 
imports were subjected to levies above 30 
per cent. He said that the Australian 
Government imposed duties on these 
items because the textile, footwear and 
automobile industries were now been res¬ 
tructured and therefore needed piotection. 
Giving instances of Australia’s liberal 
policies. Mr Gough said his country spent 
842 per capita on import of textiles as 
compared to S36 by the USA and S24 by 
Japan. 

At piesent trade between the tw^i 
countries amounts to a meagre Rs 249 
crores only. 

Import of Technology 

Meanwhile, it seems the Union F.nergy 
Ministry is planning to import power 
grade coal beneficiation technology, pos- 
sibl> from Austialia. This is being done 
at the instance of the Finance Ministry 
which is worried over the rising cost of 
conventional methods of coal washing 
cutrcntly being followed in India. For 
each tonne of coal which costs only 
Rs 48, the benefication cost is Rs 68 per 
tonne so that the cost of coal to the , 
power sector goes up to Rs 108 perX' 
tonne. 

The technology developed by the USA, 
and Australia is known as fluid ised-bed 
combustion technology. This not only 
reduces the ash contcnct but also burns 
up 70 per cent of the resultant ash. 

Explaining in detail India’s policy 
regarding foreign investment and equity 
participation, Mr Mukherjee urged the 
Australian industrialists to consider in¬ 
vestment in India specially in export- 
oriented projects for which higher foreign 
equity could be allowed. 

India’s main exports to Australia are 
textile fabrics, jute and jute products, 
leather and leather products, precious and 
semi-precious stones, footwear, cashew 
nuts, garments and apparels, tea, chemi<^ 
cal and allied products prawns and ' 
shrimps. India’s imports from Australia 
are raw wool, iron and steel, zinc, lead 
and coking coal. 
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F0«^ FRC»3IX3S IIMIIED 

A high technical oyabilttYin 
Che fttilisation of coal. 

Foster Wheeler one of the world s leading plant contractors 
have the expertise in the design and construction of plant for the industrial 
utilisation of coal - espeoally for the economical and environmentally safe 
use of low grade coal 

Over the last 75 years we have designed and built numerous 
conventional power plants, many of these fired on coal During the last ten 
years the Company has become actively involved in improving other high 
technology areas of coal processing These include 

^ Atmospheric Fluid Beds ^ Fast Fluid Beds 
^ Conventiofial Industrial Water Tube Boilets 
^ Utility Boilers !W Stoic Garification W Co*Production 

Already Foster Wheeler Power Products high technological skills 
coupled with their unique manufactunng capability have helped us to win 
two major turnkey contracts in India for soc industnal steam generators, plus 
andlaty equipment, speafically designed for burning high-ash coal at low 
operating costs achieved through high effiaency and minimum 
maintenance 

FOSTER WHEELER 
FCHVER FROOIICISIIMIIED 


Grsatsr London Bouse, Han^^stcadRoad, London NWl TON. Eng la n d. 
TO: 01-3881212 TdcK 263884 CaUts; Rcwopstcam London 
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Window on the World 


Developing Countries in 

the 70’s and 80’s 


Experience—NOT least that of the more 
populous oil-exporting countries—shows 
that even when external conditions are 
favourable, development is still difficult. 
In many countries, domestic policies 
and performances had left much to be 
’ desired long before the external climate 
deteriorated. In several countries trade 
and foreign exchange policies, for exam- 
‘ pie, have harmed the chances of manu¬ 
facturing growth. 

Nevertheless, the international enviton- 
, meat has had a major influence on their 
progress. Fluctuating commodity prices 
have affected domestic policies, enticing 
several countries into shortlived invest¬ 
ment booms that have had to be followed 
by drastic economies in current and capital 
,spending. Oil-improting countries had 
to cope with depressed markets for their 
exports, and deteriorating terms of trade 
in the mid-1970s which were only partly 
due to the higher cost of imported oil. 

Commarcial Capital 

^ A number of the middle-income oil 
^ importers managed to sustain growth 
jn the 1970s- they were able to increase 
^eir exports, reduce imports and borrow 
large amounts of commercial capital. 
For that growth to continue, the markets 
they sell to must remain open and conti¬ 
nue to expand. In addition, the countries 
themselves will have to continue to seek 
out new products and new maikcts. 
I Commercial borrowing is expected to go on 
I rising; however, not all countries bor- 
('irowcd equally wisely, and some now face 
< I thort-term liquidity constraints. 

I Among the low income countries the 
record has varied. For most, .slower 
irowth was the lule. Without finance 
,^^*0 cover cuireni account deficits, and with 
. ittle capacity to increase expoits in the 

P esc ntc excerpts fioni ‘World Development 
»rt* issued bv the World Ut^nk 


short-run, they found the tighter external 
environment difficult. Immediately after 
the first round of oil-price increase, aid — 
including that from OPEC countries— 
expanded considerably. But this expan¬ 
sion did not continue. The African count¬ 
ries had the slowe.st growth, most fre¬ 
quently from domestic rather than ex¬ 
ternal causes: their GNP per person rose 
by only 0.5 per cent a year in the 1970s. 
In several countries per capita incomes 
and food production actually fell. South 
Asia fared somewhat better, assisted by 
workers remittances, several years of 
good harvests, and compared with the 
African countries, a relatively satisfactory 
record of domestic economic management 
and greater freedom from war and civil 
strife. 

The 1980s began with a worsening of 
external conditions for the oil importers. 
Recession in the industrial countries has 
reduced their export prospects and current 
account deficits have increased in the past 
two years, this time by amounts closely 
matched by the increases in their oil 
import bills. There can be some confi¬ 
dence in growth expectations for most 
middle-income countries once recovery 
begins in the industrial world, but the 
outlook for low-income countries is un¬ 
promising. 

RoducBd Growth 

There is no sign of current or future 
aid increases comparable to those which 
helped them through the mid-1970.s. 
Workers remittances will growth more 
slowly. Few will have easier access to 
commercial borrowing, nor will there be 
any rapid improvement in their export 
rarning.s. Adjustment by slower growth 
is likely to become more common Only 
their own domestic efforts combined 
with increased aid can change the pros¬ 
pect of balance-of-payment$ crises and 


acute financial stringency early in the 
decade. 

Most developing countries face a 
difficult decade adjusting to such condi¬ 
tions. They must reduce their present 
balance-of'paymcnts deficits to sustain-> 
able levels. Ultimately adjustment re¬ 
quires shifts m trade, domestic produc¬ 
tion and consumption. Borrowing is a 
necessary instrument for investment to 
accelerate growth, and for gaining time 
for adjustment to take place. But count¬ 
ries that have borrowed to support un¬ 
sustainable patterns of production, con¬ 
sumption and trade soon face the reckon¬ 
ing of excessive debt and forced macro- 
economic contraction. 

Comparative Analysis 

In the Repot t's comparative analysis 
of countries, little statistical relationship 
was found between the magnitudes of ^ 
external shocks in the mid-1970s and 
subsequent rates of economic growth 
compared with the past; but this docs not 
at all mean that external conditions are 
unimportant. As noted, in the mid-1970s 
additional capital was furthcoming for 
low and middle-income countries; ex¬ 
panded trade was also important for the 
middle-income countries. 

The analysis showed that the effect of 
external changes also depend a great 
deal on domestic policy responses and 
basic economic structure. It indicated 
above all the value of an outward orienta¬ 
tion, which makes countries more rather 
than less able to cope with the external 
environment. Export expansion is not 
equally easy for all countries. Low-income 
countries with one or two exportable ^ 
commodities and modest manufacturing 
capacity obviously have less room for 
manoeuvre. Efficient import substitution, 
reflecting international scarcities and 
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comparative advantage, is also an impor¬ 
tant part of outward orientation. 

Policies that favour development and 

L^rowth—raising domestic savings, improv¬ 
ing the efficiency of the use of capital— 
also assist adjustment. The same is true 
of all policies that help to switch re¬ 
sources efficiently into tradeable goods 
and import substitutes. In fact in the 
poorest countries it is hard to distinguish 
between adjustment and development 
because so many of their problems stem 
from internal circumstances. When, on 
the top of all their handicaps, the ex¬ 
ternal environment deteriorates, the 
poorest countries suffer acute hardship, 
raic task of remedying their long-standing 

'^ficicncies becomes moie important 
than ever. 

‘ For the oil-exporting developing count¬ 
ries the lisc in oil prices has obviously 
been a boon, but it has not by any means 
solved their development problems. 
Greater ease in the balance of payments 
and capacity to borrow has resulted. But 
many of these are large countries with 
large, rapidly growing populations- 
Indonesia, Nigeria, Mexico—and all the 
other problems faced by most developing 
countries, not least, a considerable pre¬ 
sence of poverty. 

’ Key Policy 

The key policy need is to use oil reve¬ 
nues efficiently for making the transition 
to durable long-term growth. A factor 
in this will be domestic energy pricing 
itself; domestic consumption often subsi¬ 
dized—is currently growing so fast as to 
cut into future oil exports, policies must 
be found to improve incentives for invest¬ 
ment in manufacturing and agriculture. 
The signals to the domestic economy 
given by exchange rate appreciation 
(caused by oil exports) are often the 
opposite of what is needed in the longer 
run; and the close fiscalities between the 
oil sector and governments make it easy 
to expand public expenditure and invest¬ 
ment, which in many cases ought rather 
to be curbed. Excessive investment, not 

^^ways in projects with high returns, 
recalls the problems of other countries 
experiencing commodity booms. The oil 
boom is longer-lived, but for most pro¬ 
ducers, not more than one or two decades 


at current rates of production and con¬ 
sumption. 

Few of these countries have yet found 
a development strategy that promises not 
only industrial growth but improved 
rural development, expanded employment 
and redistribution of incomes, the provi¬ 
sion of basic services to the poor and 
limitation of population growth—the only 
path to lasting prosperity. Unlike the 
low-income countries, the oil exporters 
are much less hampered by shortage of 
financial resources to achieve these goals 

World Bank on 
South Korea 

In the mid-1950s South Korea's 
“modern" sector was small. Manufac¬ 
turing constituted six per cent of GDP. 
most industrial and much infrastructural 
capacity having been located in North 
Korea, manufactured exports were almost 
unheard of. Until 1962 economic policy 
emphasised import-substituting industria¬ 
lisation. This was followed, comparati¬ 
vely early in the industrialisation process* 
by a switch to promoting exports. For 
the next 10 years GDP rose at over nine 
per cent a year. Investment's share in 
GDP almost doubled and was substan¬ 
tially financed out of domestic savings 
Capital was used highly efficiently; the 
increments! capital-output ratio—the 
extra investment needed to produce an 
extra unit of output—averaged 2 5 in 
1964-73, one of the lowest in the deve¬ 
loping world Rapid productivity growth, 
facilitated by a skilled and liteiatc work¬ 
force, reconciled substantial w'age in¬ 
creases with moderate inflation. In 1973 
GD grew by a remarkable 15 per cent 
and inflation was only three per cent. 

Rapid industrialisation had, however, 
left South Korea heavily dependent on 
imported oil. When oil prices rose in 
1973-74, the deterioration in the terms of 
trade resulted in a resource loss equiva¬ 
lent to 4 5 per cent of GNP and a 
five-fold jump in the current account 
deficit to 11 per cent of GNP. The 
Oovemment initially accommodated this 


by increasing foreign borrowing (which 
totalled 11.3 per cent of GNP in 1974 and 
9.5 per cent in 1975). But it then opted 
to cut back the deficit through trade— 
both export expansion and import substi¬ 
tution—rather than by slowing down 
growth. 

Spectacular increase 

Between 1974 and 1978, South 
Korea's export volume recorded a 
spectacular increase in a wide range of 
manufactured goods. This was accomp- 
lished by a number of measures. The 
currency was devalued by 22 per cent in 
1974. Exporting firms continued to ^ 
enjoy automatic access to imported raw 
materials at world prices and subsidised 
credit for working capital at a time when 
credit for import subsitution and non- 
traded goods was restricted. South 
Korean firms were also successful in ‘ 
winning contracts in the booming Middle 
East construction market. By 1978 the 
value of construction contracts stood at 
S15 billion and workers' remittances 
helped to swell foreign exchange receipts. 

Howevci, short-term measures were 
less significant than established policies 
aimed at promoting exports. Two insti¬ 
tutions set up in the 1960s—the export 
target system and the Export Promotion 
Conference (at which the President of 
South Korea personally presided)—were 
used to intensify the pressure to export. 
They helped to coordinate Government 
and private sector efforts in response to 
short-term problems and opportunities. 
The marketing and intelligence facilities 
of the Government export marketing 
organization (KOTRA)and of the export 
trade associations of individual industries 
were also influential. 

In dollar terms, exports almost doubled 
between 1974 and 1976, and by 1977 had 
nearly closed the gap with imports. 
The trade balance improved very signifi¬ 
cantly between 1974 and 1977. This was 
due roughly equally to import substitution, 
mainly in machinery and consumer dur¬ 
ables, and to increases in world market 
shares of South Korean exports. 

During the five-year period 1974-79, 
GNP accelerated, growing by an average. 
10.1 per cent a year. Consumption dec- 
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Offer only the Right Quality 
Quality will bring you Custom 

Whether they offered spices or silks, ivory or eems, teak or sandal¬ 
wood. Indian hands have always held out 
the promise of quality. 

Today the ElA diligently reinforces that admirable trade policy 
evolved so long ago and implemented so successfully through 
the ages of India s flourishing independent international 
commercial activity 

The ElA is ushering in a fresh and already fruitful resurgence in 
Indian foreign trade by evolving and enforcing uncompromisingly 
high standards in the quality of industrial products for export 
and conferring major commercial benefits both to the 
exporter and the national economy in the shape of 
higher unit value and foreign exchange earnings respectively. 

Export/or perish. 

Export Inspection Agency (EIA) 

(Ministry o( C )mmcrcc Gov ot India) 
Bombay-Cilcutia-Cochin-Delni-Madras 
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lined as a share of ODP from S2^ per 
cent in 1971-73 to 78 per cent in 1974-76. 
Savings and investment rates corres¬ 
pondingly rose. Inflation, fueled by the 
oil price increase, accelerated to 24 per 
cent in 1974, falling to 15 per cent by 
1976. Real wages, which had fallen 
by six per cent during 1974, were held 
in check relative to foreign wages for 
two years after a 22 per cent devaluation 
of the won in December 1974. This 
helped maintain the country’s competi¬ 
tiveness, though the real exchange rate 
(the nominal rate adjusted for South 
Korea relative to US prices) then started 
to appreciate. Between 1972 and 1978 
domestic costs rose by 20 per cent relative 
r^those abroad. 

Competitiveness Undermined 

The second oil price rise of I979-1?0 
occurred just as policies w^re shifting to 
a contractionary stance in response to an 
overheated economy. It implied a re¬ 
source transfer equivalent to 6.6 per cent 
of GDP and resulted, over 1979 and 
1980, in current account deficits equiva¬ 
lent to about seven per cent of GDP. In 
October 1979 the assassination of the 
President heightened political tensions 
and led to unrest and a change of 
Government. It proved difficult to check 
momentum built up in expansion over 
\he last few years. High investment 
demand and tightened labour markets had 
caused an acceleration in wages, under¬ 
mining the competitiveness of South 
Korean exports, which actually declined 
in real terms over 1979. Contraction was 
accentuated by the increase in production 
costs due to the rapid passing through of 
rising petroleum prices to the domestic 
economy. Domestic currency prices of 
imports were further increased by a 20 
per cent devaluation in January 1980. 
These factors, plus a disastrous harvest, 
combined to raise the rate of inflation 
from 18 per cent in 1979 to 28 per cent 
in 1980 and effected a 5.7 per cent decline 
in real ONP over 1980. 

1980 the Government initiated a 
fklticB of measures aimed at improving 
the external resource balance through 
structural adjustments. These include 
ftdlftating the extension of credit for 


exports, maintaining incentives through 
exchange rate polipy and initiating efforts 
to moderate increases in wages. 


Brazilian Boom 
Checked 


During an unprecedented spurt in 
1967-73, Brazil’s industrial growth aver¬ 
aged 13 per cent a year and GNP 
per person rose at over seven per cent 
a year. Although the benefits of growth 
were unequally distributed, in the process 
of "’trickle down” gains in absolute 
income levels appear to have been wide¬ 
spread. Investment was largely financed 
domestically. The share of manufactured 
exports in manufactured output rose, 
aided by outward-oriented policies. 

The annual current account deficit 
averaged only two per cent of GDP in 
1967-73, but then Jumped to seven per 
cent in 1974 and 5.6 per cent i n 1975. 
The higher oil prices of 1973-74 hit 
Brazil at the peak of its boom. High 
capacity utilisation, combined with stock¬ 
building in the face of rising inflation, 
boosted the volume of imports by about 
30 per cent in 1974. The economy 
was heavily dependent on imported oil 
(which still satisfies over 80 per cent of 
petroleum requirements, despite major 
oil exploration efforts). 

In addition, the terms of trade de¬ 
teriorated by 20 per cent over 1974-75. 
About half of the increase in the total 
import bill over its 1972-73 level was 
due to increases in prices (and about 
half of that due to higher prices for 
manufactured imports); the rest was 
caused by higher volumes. Slower 
fi^owth in export markets was less im¬ 
portant than terms of trade effects in 
1974-75, but the terms of trade then 
recovered ground as coffee prices rose. 

Brazil did not readily abandon the 
growth ethic in response to the hardened 
external environment. An ebullient sense 
of manifest destiny had been created, 
and the new Government, which came to 
power in 1974, was committed to con¬ 
tinuing, if not bettering, the successes 
of its predesessor. Growth was also seen 


as necessary to ease the process of poll- ;' 
tical liberalisation. This led to the 
adoption of expansionary domestic poli- 
iciesand substantial external borrowing, - 
to a deferred adjustment and eventually 
to slower growth. 

Domestic demand was maintained ' 
through public sector deficits and sub- 
sidles effected through the credit system. V 
Interest rates charged on credit prog- 
rammes administered through the Central ^ 
Bank and Bank of Brazil remained 
almost constant while inflation accele- : 
rated from 13 per cent in 1973 to 44 per ? 
cent in 1977. They rose later, but not ? 
enough to match the spiral in inflation !! 
toward 100 percent annually after 1979. 
Negative real interest rates diverted 
savings from productive investment. Sav- ^ 
ings, which had grown rapidly from the 
mid-1960s began to decelerate during the 
second half of the 1970s, 

Debt Servicing 

Disbursed debt rose nearly fourfold 
between 1973 and 1978 to the equivalent 
of 25 per cent of GDP; and the debt- 
service ratio (including medium and long¬ 
term private debt) reached 56.4 per cent, 
increased borrowing from abroad was 
reflected in the growth gap between 
domestic savings and investment. Invest¬ 
ment priorities emphasised heavily on in¬ 
frastructure and capital-intensive import 
substitution. 

GNP rose by an average seven per 
cent a year in 1974-78 compared with 
eight per cent a year in 1966-73 and 
11.5 per cent a year in 1967-73. 

Compared with its 1973 level, the 
Brazilian real exchange rate (the nominal 
rate adjusted for changes in Brazilian 
cruzeiros relative to US prices) changed 
little during 1974-78, real appreciation 
in 1975 being reversed in subsequent 
years. As a proportion of demand, im¬ 
ports were squeezed to below their 1973 
levels through tarifi' increases, ad¬ 
vance deposit requirements and import 
restrictions. The resulting bias against 
exports was partially offset by tax and 
credit subsidies. Coupled with the 1977 ■ 
improvement in the terms of trade, this t 
allowed virtual trade balance by 1977, 
it was followed by a relatively small 
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4eflcit in 1978, due partly to a disastrous 
harvest 

Brazilian adjustment to higher energy 
prices has pioccedcd apace. Massive 
investments aimed at reducing dependence 
on imported oil have been made, notably 
through the conversion of sugarcane to 
alcohol, in the longer run, hydroelectiic 
potential is estimated at over 200 million 
kilowatts (10 times present capacity). 

The impact of the 1979-80 rise m oil 
prices has been consideiable By 1980 
the fuel import bill had risen to 44 per 
cent of total merchandise imports. The 
interest rates charged on its foreign 
debt also rose sharply, and the cuirent 
account deficit widened to the equivalent 
of five per cent of GDP A wide range 
of fiscal, monetaiy and price policies in¬ 
cluding devaluation was introduced to cui b 
demand. Despite attempts at adjustment, 
an increased debt burden heightens 
Brazil's vulnerability to international 
monetary shocks and to slower growth 
in the demand for its exports 

Human Development 
in China 


China's economic structure and national 
income per person arc similar to other 
low-income countries, but the physical 
quality of life of the bulk of the Chinese 


people 1 $ strikingly better than in most 
other low-income countries. From 1950 
to 1979 life expectancy at birth increased 
from 36 years to 64. Starting at about 
the same level in 1950, the average low 
income country improved life expectancy 
to 51 by 1979, while the average middle 
income country started higher (48) but 
ended lower (61). 

China's success in this area can be at¬ 
tributed in part to a concerted effort in 
several related and interdependent areas; 
basic education, health and nutrition and 
population control. Mother and child 

health care and nutrition programmes 
were for example, widely available. These 
reduced infant mortality and hence the 
number of children needed to attain 

a desired family size. And by 

reducing the birth late the pressures on 
health and education facilities were 
reduced. 

Such programmes also exist in other 
developing countries but China has gone 
further than most in organising its human 
development efforts. They have been 

closely integrated with the social mobili¬ 
sation begun with the Revolution m 1949. 
Even family size norms are backed by 
party organisations and discussed as 
communal responsibilities. Every level of 
society, from the production team through 
the communes to the national level, plays 


a role in providing social services. Pro¬ 
duction brigades may finance the training 
of one or more “barefoot doctors*’ who 
both provide health care and often par¬ 
ticipate in the brigade’s work as well. 

State subventions pay for some of the 
programmes, but participating groups also 
provide support and participate in deci¬ 
sions concerning them. Local finance has 
certain drawbacks- poor regions can afford 
only the most rudimentary facilities. 
Nonetheless, China's impressive record in 
human development has survived several 
major upheavals, particularly the Great 
Leap Forward (1958-60) and the Cultural 
Revolution (19(6*67) probably because the 
programmes were financed Icrgrty fron^^^ 
local resources. 

Paradoxically, the income shares of the 
poorest 40 per cent of China's population 
-—estimated at aiound 18 per cent—is not 
very different from that of other low in¬ 
come Asian countries. However, much of 
China’s inequality results from regional 
economic differences. Within communes 
and cities, income inequalities are small 
largely because property is collectively 
owned. Moreover, the poor in China are, 
as the quality of life indicators show, far 
better off than those at similar income 
levels in most other developing countries. 

—World Development Report 


Some Basic Indicators 


Country and country group 

ONP per 

person 

(dollars) 

Annual 
population 
growth rule 
(Percentage) 

Adult Net primary 

literacy school enrol- 

(Percentage) ment 

(Percentage) 

Life expectancy 
at birtb (years) 

1979 

1970-79 

1976 

1975 or 1977 

1950 

1979 

China 

260 

1.9 

66 

93 

(36) 

64 

Sri Lanka 

230 

1.7 

85 

62 

(55) 

66 

India 

190 

2.1 

36 

64 

(38) 

52 

Indonesia 

370 

2.3 

62 

66 

(35) 

53 

Low-incomc countries 

210 

2.3 

39 

56 

(37) 

51 

Middle-income countries 

1,420 

2.4 

72 

71 

(48) 

61 

Industrial countries 

9,440 

0.7 

99 

94 

(67) 

74^/ 


i Note: Most 1950 data are estimated 
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Point of View 


Recent Trends in Terms of Trade 


Evm as the trade bettween the non-oil developing countries and 
industrialised countries has expanded considerably, the balance 
of trade has gone markedly against the LDCs. This has been due 
mainly to the depressed prices of primary products exported by 
these countries. The author who is associated with the faculty 
of Economics, Mangalore University has put forth suggestions which, 
he believes, can go a long way In mitigating the imbalance in the 
trade between the non-oil exporting developing countries and the 
rest of the world. 


^OvER the years, the problem of cleterio- 
I ration in the terms of trads of the least 
developed countries (LDCs) has been 
the focus of attention for both economists 
and policymakers. In fact, it has been a 
major issue at the five meetings of the 
UNCTAD which have spanned the last 
15 years and has figured prominently in 
discussions at the United Nations Genetal 
Assembly since 1974. 

Many economists have analysed the 
problem in vaiious empirical terms [Raul 
Prcbisch (1950\s); Kcndlebcrger (1956) 
etc.]. Most of empirical evidence reveals 
that there has been a steady deterioration 
in the terms of trade of the LDCs which 
are the main exporters of primary products. 

In this article, an attempt is made to 
analyse the problems of terms of trade of 
non-oil developing countries in the con¬ 
text of recent trends with a purpose to 
suggest some remedies to improve the 
situation. 

The oil price hike and unstable prices 
of primary commodities in international 
markets have further aggravated the terms 
of trade of non-oil developing countries 
in recent years. Their tiadc deficits have 
increased in all four geographical areas, 
except in Africa where an increase in 
gold price has generally resulted in some 
surplus. Hike in oil price has enabled 
all the oil-exporting countries to have 
favourable terms of trade as well as sub¬ 
stantial surpluses from trade—^increase 
from S19.2 billion in 1973 to S98.1 billion 
in 1979. 

Table I reflects deficit balance of trade 
of the non-oil developing countries when 
compared to the oil^^xporting countries. 


Even though the trade of non-oil deve¬ 
loping countries with the industrial coun¬ 
tries expanded considerably between 1973 
and 1979, it is found that their trade 
deficit had increased markedly to 842.7 
billion. This was accounted for by un¬ 
stable p. ices of primary commodities in 
the international markets, it is interest¬ 
ing to note that the trade of the non-oil 
developing countries with the oil-export¬ 
ing countries also went up substantially 
between 1973 and 1979. But still the trade 
deficit in thisca.se increased to 833 billion. 
This was duf mainly to increase in oil 
price. Tabic II shows the trade of non¬ 
oil developing countries with other coun¬ 
try groupings. 

The non-oil developing countries, thus, 
have been aflFccted very badly by the raise 
in oil price and fluctuations in the prices 
of primary commodities. They are try¬ 
ing through various agencies to overcome 
their difficulties. The following sugges- 


H. D. Manjappa ^ 

tions may be helpful to non-oil developii| 
countries in improving their ternu 4 
trade and reducing the trade gap betwiQflf 
the North and the South. 

In all the negotiation between the m 
dustrial market economies and the LDCM 
some agreement on policy has barit 
reached. Delegates of the LDCs hat^ 
tried to persuade the developed countrill 
to join them in endeavours to briq 
about pi ice stability of primary produotlj 
indexing and common fund. The pe|P 
ging or indexing of the prices of primal^ 
products on par with those of industril 
goods would be helpful in controlling 
wide fluctuations in the prices of prinuiij^ 
commodities in international marketi^j 
The main exporters of primary produoU^ 
the LDCs, thus would be protectedi^ 
Common Fund is the another instrumeitj^ 
of pi ice stability. The LDCs have tK{|ij| 
succeeded in establishing Common FuiM 
for seveial commodities. The industrifli 
market economies and the LDCs shouUi 
participate in the common fund whid^ 
would own the buflFer-stock of severd 
commodities that might be bought/solll 
to pi event their prices from wanderifi; 
outside the pre-determined floors aiu| 
ceilings. If both upper and lower limi|| 
arc set high enough, the fund would 
Cl ease the puces of its component pro^ 


Tabli- I 

Trade Balance of Major Areas with the Rest of the World 

(Billion US Dollar|)'| 



1973 

1974 

1975 

1976 

1977 

1978 

1979 

Oil-exporting Countries 

19.2 

82.1 

54 6 

66.4 

58.3 

42.6 

9«.|‘ 

Non-oil Developing 







-73.4 

Countries 

-17.5 

—44.0 

-54.8 

-39.4 

-41.2 

- 57.1 

Africa 

0.8 

0.5 

- 3.3 

— 1.1 

02 

1.2 

- 3.7 

Asia 

— 4.2 

—12.5 

—13.5 

— 5.4 

— 6.1 

—12.9 

—18.4 

Europe 

— 6.2 

—12.0 

—12.8 

—12.5 

—16.7 

—16.1 

—21.11 

Middle East 

— 4.1 

— 6.3 

— 9.1 

— 8.5 

—11.4 

—14.6 

-18.1 

Western Hemisphere 

— 3.8 

—13.7 

- 16.1 

-11.9 

— 7.2 

- 12.3 



Source ; IMF, Direction of Trade Year Book, l9tM 
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fi, giving a boost to the indexing 
Here only the IMF can take res- 
sibility of establishing and maintain- 
iing buffer-stocks. If so, it would be a 
ccessful method to control pnce Auc¬ 
tions. In addition, the IMF should 

r id the compensatory financial faci- 
is all non-oil developing countries. 

' International trade in certain primary 
{commodities is governed by International 
Commodity Agreements (ICAs), designed 
to stabilise the world price of the com¬ 
modity in question or dispose of surpluses. 
t)nly a few ICAsare operating today name¬ 
ly the Internationa] Wheat Agreement, the 
ternational Coffee Agreement, the Inter- 
tiational Sugar Agreement, etc. All ICAs, 
|)ast and present, suffer from attempts 
to fix and maintain a price different from 
e long-run equilibrium level. Hence, 
operation and consent of importing 
Duntries is necessary foi a succesi^ful 
ommodity agreement. When it proves 
cessful, ICA can be extended to all 
imary commodities. 

The present foreign trade policies of 
n-oil developing countries are not con- 
otive for economic welfare of these 
untries in the long run All these coun- 
iesare the main expoiteis of primary 
oducts. Only in recent years, a few of 
m have started exporting certain manu- 
ctured goods to new destinations, 
port diversification policy is needed for 
se countries. 

Another disquieting feature of foreign 
de of non-oil developing countries is 
t a major portion of theii trade is with 
developed countries. But developed 
untries are cariying on trade on a large 
le among themselve.s, ignoring the intc- 
st of the LDCs. The total volume of 
orld trade (world exports and imports) 
ring 1978 was S2,432 billion. Out of 
is, the total volume of trade of the 
ustrial countries amounted to S1,640 

E lion, accounting for 67.8 per cent of 
irld trade. The LDCs, as a group, ex- 
rted 62.8 T^r cent of their goods to 
SKlustrial countries and inter-LDCs trade 
uounted to just 18.5 per cent. Similarly, 
e LDCs imported 63 per cent of their 
uirements from the developed coun- 
and only 14 per cent from fellow 
If this phenomenon continues for 
long period, it will lead to widening 


‘Pable tl 

Trade of Non-oil Developing Countries 


(Billion US Dollars) 



Industrial Countries 

Oil-exporting Countries 


Exports 

Imports 

Trade 

balance 

Exports 

Imports 

Trade 

balance 

1973 

34.3 

68.4 

— 14.1 

2.6 

7.6 

- 5.0 

1974 

76.2 

102 9 

—26.7 

5.5 

24.1 

—18.6 

1975 

71.8 

110.4 

—38.6 

7.0 

24.9 

—17.9 

1976 

89.7 

108.9 

—19.2 

8.0 

29.8 

—21.8 

1977 

103.4 

126.2 

-22.8 

10.9 

32.3 

—21.4 

1978 

118.9 

155.1 

—36.2 

124 

34.8 

- 20.4 

1979 

154.6 

197.3 

-42 7 

14.6 

47.6 

—33.0 


Data : IMF, Direction of Trade Year Book, 1980. 

tabie hi 

Cost of Oil Imports of the Oil-importing LDCs 



1973 

I9‘'4 

1978 

1979 

1980 

Oil Import Bill (Billion dollars) 

8 

24 

26 

.35 

51 

Oil Imports as Peicen^ages of; 






i) Total imports of goods 

12 

22 

16 

16 

20 

ii) Total exports of goods 

13 

27 

19 

20 

25 

iii) GNP 

I 5 

4 

3 

3.75 

5 


of the trade gap between the developed 
economies and the LDCs. The only solu¬ 
tion to this problem is to encourage regio¬ 
nal integration among the LDCs. To 
achieve this, industrialisation in develop¬ 
ing countries should be carried out in 
such a way as to b ing about a pcrce- 
tible increase in their exports of manu¬ 
factured products vis-a-vis increase in 
total exports. Industrialisation will even¬ 
tually lead to enlarging the scope of South- 
to-South trade. It would enable counti ies 
to have the gams of trade specialisation 
and create congenial conditions for inno¬ 
vation and adoption of appropriate 
technology. 

The oil price hike has had a devastating 
effect on import costs of non-oil develop¬ 
ing countries since 1973. The cost of 
imports of oil to these countries is given 
in Table III. 

The oil exporting countries, on their 
part, can do much to help the oil-import¬ 
ing LDCs. The possibility of charging a 
lower price for the oil imported by the 
developing countries needs to be consider¬ 
ed seriously. 


Trade between the non-oil developing 
countries and the OPEC has increased 
from S 2.6 billion in 1973 to S 14 6 billion 
in 1979. There is scope for further ex¬ 
pansion of trade between them. This 
would bring about lessening the burden 
on terms of trade of non-oil developing 
countries. 

In conclusion, it may be remarked that 
the recent move towards regional integra¬ 
tion holds promise of reducing the 
gap between North-South trade. The 
above suggestions may be helpful to 
non-oil developing countries in improving 
their terms of trade and to pave the way 
towards South-South trade. 
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of Fieto 

Impact of New Technology on 

Parkath Mahta and G. D. Vashist Farm Wages in H.P. 


Thm wag#8 of labour in Himaehal Pradosh vary from aoaaon to 
aaaaon. Baing a hatarogonous class, daily labour has not baan abla 
to banafit from tha naw agricultural tachnology to tha axtant It 
should hava. Tha authors who ara assoclatad with tha Dapartmant 
of Agricultural Economics, Himachal Krishi Vishwa VIdyalaya, hava 
found that tha crux of tha problam of fair wagas lias in tha stability of 
main crop yialds with tha adoption of packaga of practicas. Tha 
Governmant, tha authors say, should link tha laval of wagas to tha 
consumar prica indax for working class, as is baing dona In Punjab. 


In the last few years, the politicians, the 
planners and the academic economists 
^ have shown keen concern for the problems 
of the poor and the downtrodden. Secur¬ 
ing of rapid economic growth and expan¬ 
sion of employment, reduction of dispa¬ 
rities in income and wealth, prevention of 
concentration of economic power, and 
creation of the values and attitudes of a 
free and equal society have been among 
the objectives of all our Plans. However, 
the draft fourth five-year Plan came out 
with the conclusion that for planning in 
India, the '‘basic goal is a rapid increase 
in the standard of living of the people”, 
and '‘emphasis is placed on the common 
man, the weaker sections and the less pn- 
^ vileged**.^ This no doubt is a welcome 
^ shift of emphasis. 

Agricultural wages are at a much lower 
level than industrial wages. The systems 
of payment are not uniform. The cost of 
living has got very little relationship with 
the rates at least directly; but the wage 
rates vary widely in different States and 
are determined mainly by the fertility of 
soil, risks in agricultural crops raised, 
supply of labourers and, of course, the 
price level. The agricultural labourer 
constitutes the poorest section of our 
society. The Government of Himachal 
Pradesh has fixed agricultural wages 
under the directives of the Central Gk)vern- 
ment. 

The daily labour in rural Himachal 
Pradesh is quite a heterogenous class 
^ and consists of landless labourers, tenants 
f with very small and uneconomic holdings 
and even non-agricultural classes depend¬ 
ing on land. Their wages vary consider¬ 
ably in different seasons, according to the 


normal law of supply and demand. The 
rates are high at the time of sowing, trans¬ 
planting and harvesting and thus the time 
schedule of cultivation of crops influences 
the fluctuations of these rates. 

It is generally argued that in India the 
money wages of agricultural labourers 
have gone up substantially since the mid- 
Fifties. It is also held that, despite the 
introduction of new agricultural techno¬ 
logy which resulted in increased agricul¬ 
tural productivity, the benefits flowing 
from it have not been shared equally by 
agricultural labourers and their wages 
have remained more or less static. These 
arguments have necessitated an examina¬ 
tion of the factual position in this regard. 

To fulfil the objective of improving the 
standard of living of the rural poor, the 
Central Government revised minimum 
wages for farm workers in the mid-Seven- 
tiesinthe wake of the emergency since 


this formed part of the 20-pomt pro¬ 
gramme. It was suggested that the miii^ 
mum wages should be revised once tg 
every two years, but it has been found 
that only Andhra Pradesh, Himachal 
Pradesh, Meghalaya and Orissa have rev^4 
sed the minimum wages and no others 
State has done so. ^ 

It is precisely for this reason that Himb* 
chal Pradesh has been selected for indeptb 
analysis with the following objectives: 

(A) To work out the trend in agrlcultw* 

ral wage rates and to study whether the 
new agricultural technology has had any 
discernible impact on wage rates in the* 
agricultural sector; \ 

(B) To find out the relationship of fiub* 
tuations of wage rates and with some 
portant crop(s) of the State; and 

(C) To suggest some direct and/or 
indirect measures for stabilising these' 
fluctuations. 

The relevant secondary data on wage 
rates of different categoiics of farmlaboiut 
were collected from different sources at 
two periods of time; first, representing the 
pre-green revolution period (1964-65) and 
the second, the period 1979-80 after the 
introduction of new technology. Trends 


Table I 

Trends in Agrlcnltsrsl Wage Rates in Himachal Pradesh : 1952-53 to 1979-80 


Annual Rate of Growth (Rupees) 


Type of Labour 


Money Wages 
(1952-53 to 


Money Wages 
(1965-65 to 


Money Wage! 
(1952-53 to 



1964 65) 

I979-F0) 

1979-80) 

. Skilled Labour 

1. Carpenter 

0.17 

0.64 

0.39 

2. Blacksmith 

0.15 

060 

0.35 

3. Cobbler 
. Unskilled Labour 

0.14 

0.63 

0.35 

1. Field Labour 

0.06 

0.39 

0.22 

2. Other Agricultural Labour 

0.10 

0.32 

0.20 

3. Herdsmen 

0 05 

0.37 

0.19 
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NCEF brings 

the latest proven, reliable technology 
of AEC-TELEFUNKEN in the Widest range of 
Brushless Alternators - 8 kVA to 1150 kVA 
with superior Class 'F* insulation 



Special highlights: 

• Less maintenance due to the ah' 
sence of brushes, sliprings and 
commutators 

• No failure of insulatioij or risk 
of fire hazards due to the ab¬ 
sence of carbon dust 

• Class ‘F insulation for all elec¬ 
trical parts — non-hygroscopic, 
preventing absorption of mois¬ 
ture 

• Compact, sturdy electronic re¬ 
gulator common for all outputs 
that can withstand shocks up to 
4 g on the Richter scale 



• ±0 5% voltage regulation at all 
loads 

• Reference voltage adjustment 
up to ±5% 




• Past voltage build-up enabling 
better motor starting 

• Past transient response (No-load 
to Pull-load - 200 to 600 milli¬ 
seconds) 

• Smaller size of base plate result¬ 
ing from high output to weight 
ratio 

• Ideally suited for paralM opera¬ 
tion with the grid or other gene¬ 
rators 

In the mid-sixties NGEF intro¬ 
duced, lor the first time in India, 
the latest I EC frame sizes and class 
E insulation Instead of class 'A' 
Insulation fo** AC electric motors 
Over the years, this technology 
has proved itself, with other manu¬ 
facturers following suit Now 
NGEF does it again, introducing 
the widest range of Brushless 
Alternators with class 'F insula¬ 
tion 

NGEF Alternators conform to IS 
4722, VOE 0530 and BS 2613 
NGEF also offers special types 
suitable for marine duty as per the 
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specifications of Lloyds. Indian 
Register of Shipping. American 
Bureau of Shipping and others. ^ 
applications requiring constant ^ 
voltage to frequency ratio and < 
machines with sinusoidal wave 
forms, eta 

The normal radio Interference up 
to grade ‘G' as per VDE 0875 is 
provided, but NGEF can also offer 
as per grade ’N* or 'K' for special 
applications 
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in wages were studied for the period 1952* 
53 through 1979-80 as well. 

The data on indices of area under crop 
cultivation, net area sown, cropping 
intensity, cropping pattern, productivity 
per hectare of net area, agricultural pro¬ 
duction and productivity of paddy, maize 
and wheat were collected from a report of 
the Directorate of Economics and Statis¬ 
tics, Himachal Pradesh, Simla^. 

To examine whether agricultural labou¬ 
rers have received their due share of the 
benefits accruing from the intioduction 
of new technology in the State, the wages 
trend was studied by fitting the least 
square equation of the type; Y=aH-bt to 
/Images at current prices. Ihe use of 
^Ttraight-hne is justified on the ground that 
the correlation coefficients between trend 
values and the actual values for money 
wages were significant. 

Minimal Increase 

Money wages of different categories of 
labour in agriculture were analysed criti¬ 
cally and the lesults are presented in 
Table 1 It is evident from the table that 
money wages went up for skilled as well 
as unskilled labour during the period 1952- 
53 through 1979-80. Money wages of 
agricultural labourers grew at an annual 
rate or Re 0.19 for herdsmen to Re 0.39 
"|ar carpenters during this period. Simi- 
Narly, money wage increased by Rc 0.37 
for herdsmen. Re 0.64 for carpenters 
and Re 0.63 foi cobblers after the incep¬ 
tion of the new technology. As against 
this, there were only marginal increases 
in the wage rates of the farm workers be¬ 
fore the introduction of the new seed- 
fertilizer-irrigation technology. Thus, 


there was an increase of only Re 0.05 in 
wages in the case of herdsmen and Re 0.15 
in wage rales of blacksmiths. Itcpn be 
concluded from these findings that the new 
agricultural technology has resulted in 
higher wage rates for both skilled and un¬ 
skilled farm labourers. 

Further, because of the importance and 
vulnerable position of unskilled field 
labour (i.e, landless labour), it was tho¬ 
ught desirable to make an in-dcpth study 
of this class of labour. 

It was hypothesised that the wage rates 
of unskilled labour (when demand is con¬ 
sidered) are influenced by such factors as 
area under cultivations, cropping intensity, 
cropping pattern, productivity per hectare 
of net area and agricultural production. 
In functional form, we may write this rela¬ 
tionship as follows; 

Wt-f (AUCi, Clt, CPt, PPHNAt, APt) 
where 

W -Index of daily wage rates of unskilled 
labour, 

AUC=Index of area under crop, 

Cl Index of cropping intensity, 

CP=-Index of cropping pattern, 
PPHNA—Index of productivity per hec¬ 
tare of net area. 

AP==Index of agricultural production, 
Subscript t refers to time period. 

Zero order correlation coefiicient *r' 
was worked out to study whether the in¬ 
dependent variables are really independent 
of each other. It was found that PPHNA 
and AP were highly correlated (Table II) 
and as such PPHNA variable was drop¬ 
ped from further analysis. 

The regression obtained with the 


remaining variables is given below; 
Wt«3.5324 4- .0284 AUCt 4- .41l6at+ 
.3946CPt 4- .4632 APt 

t-4.56 2.68 3.56 3-92 4.61 

value 

It is observed from this regression that ' 
all the independent variables considered 
in the study had desired sign and were 
significantly different from zero af five pef 
cent level of significance. We found 
APt and Clt could be used more success¬ 
fully to affect Wt as their coefficients are 
hi^er. This means that if total agricat* ; 
tural production and cropping intensity ' 
could k increased in the state of Hhaa- 
chal Pradesh, the wages of unskilled 1 
labour would automatically go up and | 
this will improve their economic lot j 
quickly.* 

Once it was established that the wage ^ 
rates of unskilled labour could be increa¬ 
sed by increasing agricultural production 
along with other variables as considered 
above, it was treid to locate those parti* 
cular crops which may be considered ‘ 
more helpful in increasing the daily wage 
rates. 

The main crops of the State are paddy 
and maize in kharif and wheat in rabl 
season. It was tried to study the zero 
order correlation between the yieldt of 
main crops of the State and the daily wage 
rates of unskilled labourer to pinpoint 
the crop which has a direct baring on 
Wf. For this, the data were taken from 
the year 1965-66 through 1979-80. It was 
observed that the ‘r* value between 
paddy productivity and daily wages 
was highly significant at one per cent leveli 
whereas it was significant at five per cent 
in the case of maize crop and was not 
significant for wheat Thus, it is assumed 
that wages moved in the direction in 
which paddy productivity is moving over 
time. 

Figure I : Zero Order Correlation Bet¬ 
ween Unskilled Labour Daily Wage Rates 
and Paddy, Maize and Wheat Producti- 

* There IS no doubt that if all (he variables are 
increased independently or jointly, they would 
result in higher wage rates, but as argued above 
the coefficients of AUCt and CPt are lower and 
thus slow in their cflect 

tA more correct correlation could have 
been between pi ic;s received per unit of the pro¬ 
duct. But as the pi ices are mainly controlled 
by the Government t\ is might have given a dis¬ 
torted picture and thus nor considered here 
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TABLt II 

Zero-order Correlation Between Regression Variables, 1965-66 through 1979-80 

in Himachal Pradesh 


W AUC Cl CP PPHNA AP 


w 

1 .5328 .7979 

.6388 

.8632 

.8669 

AUC 

I .3692 

.5321 

.4321 

.5839 

Cl 

1 

.4456 

.0325 

.1196 

CP 


1 

.1684 

.3819 

’ PPHNA 



1 

.8325 

AP 




1 
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vity, Himachal Pradesh 1965*66 through 
1979-80. 

Paddy productivity and wage rate 

0.719336* * 

Maize productivity and wage rate 

0.540758* 

Wheat productivity and wage rate 

0.506202 

**SigniiicaDt at I per cent level. 

*Significant at 5 per cent level. 

The compound growth rates (COR) of 
paddy productivity and daily wage rates 
were calculated as 2.54 and 7.35 per cent 
respectively, over the study period, which 
were signiOcantly different from zero at 
one per cent level.** 

Because of the high significance of *r' 
between paddy productivity and wage 
rates, it was felt that if the State planners 
are able to arrest the wide fluctuations in 
the paddy productivity (CV» 30.6121) the 
fluctuations in wage rates (CV^s 50.6553) 
would automatically be arrested. Some of 
the suggestions for minimising variations 
in paddy productivity vis-a-vis, wage rates 
would be: 

1. Increase area under high-yielding 
varieties of paddy along with adoption of 
full package of practices. It will give rise 
to stability in productivity. Also, many 
of these high-yielding varieties are short 
duration crops because of which next 
season crop can be grown at an optimum 
time which, in turn, will give rise to a 
higher cropping intensity. As is shown in 
the study, cropping intensity and agricul¬ 
tural production are the two mam varia- 

**This analynis confinm that ihc paddy pro¬ 
ductivity and wage rates were behaving in the 
same direction To vaiiryihit these arc two 
different senes, the sigmlic nee of difference 
betw'cen paddy productivity and wage rales was 
tested and was fi und that both these senes were 
statistically different at I per cent level of shmtfi- 
cance. Because of the diffcience between these 
two senes, we cannot take either of these exc’usi- 
vcly for policy fonnulatu n 

[X - Y | 

s’*" -;- s --— 

n, -t- n, —“ 

X - mean of rice productivity. 

Y mean of daily wage rates 


bles affecting wages of unskilled labourers; 
a sort of healthy circle will be created 
with the adoption of higher yielding 
varieties of paddy: 

Higher paddy productivity—♦Use of 
labour more intensive—♦Timely sowing 
of next crop—♦Cropping intensity 
higher—►Highei agricultural production. 

This will provide an incentive for the 
farmer-cultivator to pay higher wages for 
the increased use of labour on his farm. 
Thus, this model will help create a sort of 
regular and/or permanent employment for 
labour. 

2. Once the farmers started adopting 
high-yielding variety seeds, they will in¬ 
variably have to adopt other non-conven- 
tional inputs. This will help increase total 
agricultural production of the State and, 
in turn, bring overall economic welfare 
and prosperity to the rural masses. 

The crux of the problem lies in the sta¬ 
bility of main crop yields. Once these 


yields are stabilised by the adoption of 
full package of practices, the profits earn¬ 
ed by the farmers would be optimum and , 
the wages to be paid to the hired (perma- i 
nent and/or casual) labour would be most 
remunerative. 

The level of remuneration may be link¬ 
ed with the consumer price index of the 
working class and/or to the consumer 
price index of the agricultural labour. 
Many States have followed this (Punjab is 
an example) procedure of linking minimum 
wages with the consumer price index of 
the working class. This linking procedure, 
if followed by Himachal State also, might 
prove to be advantageous for the unskilled 
labour. 

References 

1 Miiihas, BS (1*^6) ^'‘Planning And The 
Poor*\ .S Chand and Co (Pvt ) Lid New Delhi 

2 Directorate of Economics and Statistics, 
“A Report on Agncultuial Indices of Himachal 
Pradesh—1«>64-6S to 1977-78, Himachal Pra¬ 
desh Government. Simla 


Readers’ Roundtable 

Ailing Telephones 


j Sir : Telephones in varying 

I stages of coma, and even 

I dea^, have become a chronic 

I feature of the system. In many 

I parts of the country, when 

rains arrive, phones commit 
mass suicide f 

Authorities attribute this 
to cable fault and rains, as 
if rains are some new develop¬ 
ment. The reasons for dead 
phones are different. 

First, regulations laid down 
for laying cables are not 
observed, thus leading to 
cable fault. 

Second, there is indiscrimi¬ 
nate digging by other autho¬ 
rities for water, sewerage, 
power, pipelines etc. There 
IS no coordination between 
these authorities. 

Third, failure of the depart¬ 
ment in carrying out the 
mandatory check of all tele¬ 
phones and connections once 
every six months. Even if 
this is done properly, many 
I faults can be eliminated. 

I Subscribers should write to 


the Department and insist on 
this mandatory check being 
done every six months. 

Ignorance of subscribers of 
their rights seems to have 
been taken advantage of by / 

the department. According 
to departmental norms, a 
phono should be set right 
within a specific time—5 hours 
in Bombay and Calcutta, 2 5 
hours in Delhi, Ahmedabad, 
Trivandrum, Lucknow, Shil¬ 
long and Bhubaneshwar and 
8 hours in Gangtok. When 
this is not done, subscribers 
should proceed against the 
Divisional Engineer of the 
Exchange and Department 
for damages to compensate 
them for the losses incurred. 

Also, no rent is payable for 
the period when the phone is 
dead. Although the Depart¬ 
ment claims that rules do not 
permit rebate in rental, there 
is no doubt that in a court \ 

of law, subscribers* right not * 
to pay rental for services not 
rendeiM will be upheld. 

Bombay M.R. Pal 
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Reviewed by Acadaiiiicus 


I'HH Gandhi Peace Foundation and the 
National Labour Insiitutc organised in 
November 1977 a workshop on bonded 
labour. Inadequacy of the existing offi¬ 
cial studies forced the urgency of a new 
national level survey of bonded labourers 
in India. A survey team appointed for 
the purpose surveyed about one thousand 
villages distributed over 295 districts 
in the country. As identification of 
various types of bonded labourers as 
defined in the Bonded Labour (Abolition) 
Act of 1976 was found difficult, the 
‘■’j^survey was limited to the agricultural 
' sector. If this inhuman institution is 
to be ended, the first step is to fully 
understand the nature and dimensions 
of this problem. And hence the signi¬ 
ficance of Bonded Labour in India. 

It is estimated that the number of 
agricultural bonded labour in the coun¬ 
try in 1977 was around 26 lakhs. They 
are to be found in substantial numbers 
in Uttar Pradesh. Madhya Pradesh, 
Orissa, Andhra Pradesh, Tamil Nadu 
and Karnataka and in comparatively 
small numbers in most other Stales. 

It was observed that nearly 87 per 
cent of agricultural bonded labourers 
belonged to scheduled castes and schedu¬ 
led tribes. Nearly 25 per cent of bonded 
labourers were below 20 years. This 
shows that child and youth bondage has 
taken deep roots in Indian rural society. 
Majority of bonded labourers interviewed 
had less than three children. This dis¬ 


proves the thesis that poverty is the 
direct result of a large number of child¬ 
ren. Nearly one-third of bonded labour 
families were forced to send two or nioic 
of their family members into bondage. 
This shows that pauperisation of agri¬ 
cultural labour is increasing. 

The survey loiind the prevalence of 
different types of agricultural bonded 
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labour: inler-gcncrational bondage, child 
bondage, loyalty bondage, widow bon¬ 
dage and so on. 

Nearly 55 per cent of bonded labourers 
happened to take loans for meeting 
domestic expenditure as also for festivi¬ 
ties and ceremonies. There were ins¬ 
tances when loans taken amounted to 
less than Rs 100 and yet the debtors 
were forced into bondage. In no case 
was the loan above Rs 5,000. What is 
significant is that extraction of high 
interest rates on loans was not necessarily 
the main incentive for money lending? 
ft was the guarantee of a permanent 
source of cheap labour which gave the 
landlord big dividend in the long-run 
rather than extraction of high rates of 
interest that was the main cause of bond¬ 
ed labour. 


The average wage paid was around 
Rs 40 per month. This gives a bonded 
labourer no chance to free himself from 
bondage by saving from his income for 
payment of debt and interest on it. They 
lack assets like land and animals. The 
only security they can offer is their 
personal or family labour. 

Forfeiting the right to seek alternative 
employment is one of the essential ele¬ 
ments of bondage. This amounts to 
denial of freedom of movement without 
the permission of the landlord. Naturally 
this raises the question of violation of 
the human rights. 

About 45 per cent of masters came 
from upper Hindu class; but a substantial 
percentage came from other classes also. 
Scheduled castes and scheduled tribes 
employing bonded labour is a recent 
phenomenon. 

Dobt Liability 

Most bonded labourers were reduced 
to that status because of debts which 
they took from the land lord-cum-money- 
lendcr. But it can be said that labourers 
are often bonded not only through debt 
but also through land allotment, share- 
cropping, social compulsion, lack of 
alternative employment m rural areas 
and sometimes even brutal force. 

It is obvious that as perpetuation of 
bonded labour implies a flagrant vio¬ 
lation of human rights and abuse of the 
Indian Constitution. Government must 
intervene effectively to restore basic rights 
to these 26 lakhs of bonded agricultural 
labourers. I’hough the Bonded Labour 
System (Abolition) Act was passed in 
1976, it is unfortunate that the adminis¬ 
trative apparatus could not make much 
progrc.ss in identification, release and re¬ 
habilitation of bonded labour. But the 
failure cannot be attributed to only 
dysfunctional quality of Indian adminis¬ 
trative system. It is ths failuie of the 
ruling political elite which has shown 
lack of will in attaining the proclaimed 
goats; of emancipation of deprived secr 
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IS of the Community and social equa- 


|r These unfortunate people have sunk 
f^ctically to the level of animals work¬ 
ing hard just to survive. This is “symbo¬ 
lic of a much deeper malaise in the body- 
^^litic of India** and a sad reflection on 
those who pose as guardians of the 
conscience of the nation. The existence 
,6f this system more than thirty years after 
Independence in the country which has 
proclaimed long ago Socialistic Pattern 
of Society as its goal shows the extent to 
which sensibility of the whole Indian 
society has been blunted. On the basis 
of an average debt of Rs 3,000 per bonded 
labourer (which is on the higher side), 

J all the agricultural bonded labourers in 
India can be Treed and also rehabilitated 
\ with one-time expenditure of just around 
[ Rs 10 crores. It is both utter insensitivity 
i and moral coarseness as also lack of 
\ imagination that accounts for the per- 
i petuation of this degrading institution. 

I pistrict and taluka authorities should be 
I provided with needed funds and should 
I be given adequate powers and direction 
^ to see that agricultural and non-agri- 
I ^Itural bonded labourers within their 
I jurisdiction are freed at once. 

DISMAL PICTURE 

i ■ 

i State oj Economy is a broad survey of 
the international and national economic 
I developments during 1980. It gives in 
a compressed manner, with necessary 
: statistical information, practically all the 
important developments and trends that 
I an average citizen of the country needs 
to or should know, if he is to be in a 
! position to intelligently grasp what is 
going on around him in the economic 
world. 

According to the survey, there have 
taken place a number of international 
developments during recent months tluit 
make economic future of the world and 
of India look gloomy. Mr Ronald 
Reagan's proposal of reduce US contri¬ 
butions to multilateral development 
banks, United Nations and Agency for 
International Development, frustratingly 
long and inconclusive discussions re- 
^rding Tarapur, rearming of Pakistan, 
and successive increases in oil price by 
jOPEC ail make for gloomy future 


for India for which she must prepare 
herself. 

World economic outlook has also been 
unsatisfactory. The growth rale of world 
GNP in real terms was only 1.5 per cent 
in 1980 as against 2.5 per cent the pre¬ 
vious year, and four per cent, two years 
before. World trade also recorded a 
growth-rate of only one per cent in 1980 
compared to six per cent in 1979. The 
world situation in 1980 continued to be 
depressing, if we consider inflationary 
trends, current account international pay¬ 
ment imbalances, and growing un¬ 
employment even in industrialised coun¬ 
tries of the West. What is lamantable, 
not only are there no signs of reversal 
in trends in these respects but it is feared 
that during 1981, matters in practically 
all these respects are likely to grow worse. 

Disappointing Situation 

According to this survey the situation 
on the domestic economic front is also 
disappointing though there are signs of 
the nation's economy getting out of the 
rut and gradually moving forward. The 
resumption of the stewardship of the 
nation by Mrs Indira Gandhi and estab¬ 
lishment of stable Governments at the 
Centre and in most States raise some 
hopes about future. But obsession with 
too much politics, general lack of dis¬ 
cipline among all strata of society in the 
country, increasing number of class and 
caste cla.shes and conflicts (and now mass 
conversions), agitations in Assam and 
Gujarat, farmers* agitation, etc. do not 
inspire appreciable confidence among citi¬ 
zens regarding future of the country. 
If anything, the mood among the masses 
of people is cither sullen or that of re¬ 
signation. 

Economic developments give no signs 
of hope. Thus wholesale prices rose at 
a much higher rate in 1980-81 than in 
the previous year. While during the 
period 1970-71 to 1979-80, the GNP 
in real terms increased at an average 
annual rate of about three per cent, 
money supply and wholesale prices re¬ 
corded growth rates of 25.8 per cent and 
nine per cent per annum, respectively. 
The hopeful sign is that both agricultural 
and industrial production showed positive 
growth rates in 1980-81, while they had 


Recorded a decline in l9?9-80. But 
inflationary pressures have persisted and 
external factors particularly oil prices 
are bound to affect balance of pa>mients 
position which is likely to show a gap 
exceeding Rs 5,000 crores or even more. 

Tentative findings of the census do 
not provide any comfort and again 
indicate that population growth conti¬ 
nues to be the biggest problems before 
the country. 

All in all, the survey which has high¬ 
lighted the major developments and 
trends in the important sectors of the 
world and national economy for the 
year 1980-81 makes gloomy reading. 
What is much worse, one is inclined to 

* 

lose faith in one’s future. The latest re- ” 
poll of the World Bank placing India 
tenth from the bottom in respect of per 
capita income which is shown as 190 US 
dollars confirms that with all our vast 
human and natural resources and talent, 
something has been rotten at the core 
itself. Would the economy and the nation 
emerge out of this stagnation and gloom 
especially in an international political 
and economic climate that is positively 
growing hostile to India? Our future 
is at stake. Meanwhile the common man 
has only to sit with his fingers crossed. 

MANAGERIAL ORDER 

Public sector is expanding fairly rapidly 
in most Asian countries in recent years. 
The management of public enterprises 
is a task which is quite different from 
running a regular Government depart¬ 
ment or managing a private industrial 
or commercial establishment. For long, 
it has been the practice in most Asian 
countries to entrust highly placed Govern¬ 
ment officials with management of public 
enterprises or hire private sector mana¬ 
gers for managing public enterprises. 
Experience has shown that both the prac¬ 
tices are unsatisfactory. Naturally 
Governments in various Asian countries 
have been giving increasing attention to 
“the need to organise suitable managerial 
cadres for public enterprises and to 
develop suitable action programme to 
achieve this objective.” 

The Asian Colloquium on managerial 
civil service was held by the Asian and 
Pacific 13evelopment Administration 
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Centre in Kuala Lumpur in 1976. The 
New Managerial Order in Asia contains 
papers presented at the seminar as also 
the proceedings there. 

We find in the papers in this book 
detailed discussions regarding in-built 
managerial civil service in Japan in the 
period prior to the Second World War, 
the experience of the Industrial Manage¬ 
ment Pool in India, the Career Executive 
Service in Philippines, the Industrial 
Management Service in Bangladesh and 
proposed High Administrative and Pro¬ 
fessional Cadre in Iran. 

Broadly it is observed from the papeis 
) in this book that “Public enterprises 
i are an integral part oi the Government 
and the civil .service system in Asia." 
In the Philippines, Indonesia and some 
other Asian countries, public enterprise 
managers are public servants belonging 
to the civil service. Even in those coun¬ 
tries where a distinction is drawn between 
members of the civil services and mem¬ 
bers of the public enterprise managerial 
cadres, it is observed that supervision 
and execution of public enterprise pro¬ 
grammes are interlinked, even though 
they are discharged by civil servants and 
public entcrpri.sc managers respectively. 
Thus it appears that “the overall task of 
improving public enterprise performance 
I is inevitably the joint responsibility of 
the Government and the public enter¬ 
prises." 

Managerial Orientation 

And therefore the papers in this volume 
have emphasised tliat managerial orienta¬ 
tion of the civil service system, the need 
for ‘breeding’ managerial cadres within 
the civil service.s for the Government and 
the public sector, and building up of 
highly motivated specialised professional 
managerial cadres at the national level 
for public enterprises become matters 
of the highest importance. The papers 
highlight the need for restructuring and 
remodelling of public sector managerial 
cadres. As the proceeding at the seminar 
j have rightly shown “... the need of the 
J hour is a deliberate and conscious action 
programme to break away from the 
hangover of the colonial administrative 
pattern which was suited more to admini¬ 
stration than management, regulation 



than development, stagnation than 
growth." 

Jn regard to India which has the largest 
public sector among all the Asian coun¬ 
tries, requiring about 80,000 personnel 
of different managerial cadres, it has 
been pointed out that “... it may not be 
quite feasible to have one managerial 
service lo cover all technical and non¬ 
technical posts of all the public enter¬ 
prises." Becau.se of the sheer enormity, 
if has been emphasised that there is 
need for autonomy which should enable 
public enterprises lo flame a rational 
policy for recruitment of technical and 
lower level managerial personnel in each 
establishment. This will have be to be 
matched with the requirement of account- 
abilit> to Pailiament. It has been em¬ 
phasised that “Measures should be adop¬ 
ted lo select and retain talent in top posi¬ 
tion-assuring the meritorious incumbent 
a smooth and legitimate transition to 
positions of higher authority". 

Mandatory Mobility 

It has been emphasised that “Mechanisms 
should also be evolved for the mandatory 
horizontal and vertical mobility of mana¬ 
gerial talent not only within the public 
enterpri.ses but also between the public 
sector and the Government, both at the 
Centre and at the federating States." 

Indian experience shows that while it 
is compaialivcly easy to bring about 
expansion of the public sector, develop¬ 
ment of public sector managerial culture 
is very difficult. It is the lack of this 
culture that accounts for the dismal 
performance of most of the public sector 
enterprises in India and conversely 
is the evolution of this cultiiie that 
accounts for their relatively better 
performance in the United Kingdom, 
France and Sweden. As extracts from an 
article (in Eastern Economist of July 
31, I98nby Dr S.M. Patil, former Chief 
of HMT show, undue political inter¬ 
ference in the management of public 
sector enterprises lias been their bane and 
main cause of their disappointing per¬ 
formance. It is also the politicians enjoy¬ 
ing tremendous powers of patronage W'ho 
are coming in the way of the evolution 
of public enterprise management culture. 
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Viewing the developing trends, it ap 
that it will take long before such man 
nient culture is evolved in India. It' 
an unfortunate and nagging throug 
that until then public enterprises 
India would be a source of enormi^ 
waste of scarce resources of our 
country and therefore a drag on 
future economic progress. 

PROJECT APPRAISAL 

One of the things realised in reccril 
years by institutional lenders to vari 
industrial and commercial establishmenj 
is that they cannot hope to recover thl 
loans on the basis of security alone 
is being incjeasingly realised that 
jeets financed by them have to be via' 
as well. Projects which arc not c' 
polcnliivlly viable, if financed, might li 
to increasing industrial sickness ai 
wastages of linancial resources of lending 
institutions. It is also being increasin] 
realised that in addition to initi 
appraisal before Lndijig, it is equallj 
neccssiiry to supervise and take foHoS 
up steps so that corrective steps, if ai 
when necessary, can be taken at 
right time. 

in his Ilandhook on Project 
sai 8 l hoUoW’up, D. P. Sarda has mad^] 
an attempt 10 explain important aspectli; 
of this subject. He has analysed in detal^ 
various points to be examined by lerm^] 
lending financial institutions and com^ 
mcrcial banks before extending financial 
assistance to proposed projects. 

The lending institution which has tp 
examine the viability of each project 
before giving financial assistance hAI) 
brought about a shift from security- 
oriented lending lo purpose-orient^ 
lending. The study of viability of a proj 
jeci has become vital while financing I 
project. It is obvious that viability of i 
project depends upon a number of factoi^ 
such as technical feasibility, marketabilit]) 
of finished products at profitable prices; 
availability of financial resources anid 
various other inputs in lime, and abov< 
all proper management. Jn brief, t 
project to be financed should “sati; 
the tests of technical, commercial fina$ 
cial. economic and managerial feasibility.' 
The author has analysed in detail vatiou! 
points iv) be kept inv iew while assessing 
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above aspects of a project seeking 
ancial assistance. 

P Technical appraisal is essential “to 
lisurc that necessary physical facilities 
[]uired for production will be available 
the best possible alternative is select¬ 
ed to procure them." Technical appraisal 
acludes the study of manufacturing 
focess, si/e of unit, locations of the 
l^lant, requirement of various inputs, 
Bdelection and procurement of plant and 
|imachinery, plant layout, schedule of 
*l>rojeci implementation and other neces¬ 
sary physical facilities required for pro- 
Lduction." The author has analysed in 
ijlpeat detail various aspects of each one 
^ jf the above item involved in technical 
appraisal of a project. 


Important Aspect 

^ Commercial appraisal is an important 
Sispect of project appraisal. The old 
®^tylc of selling “whatever we produce" 
'^hould be converted into “produce what- 
^^ver we can sell.” In order to have 
^^Woper appraisal of demand forecast 
'^foadc by borrowing industrial umt, the 
ilerm-lending institutions would require 
information regarding demand (i.e. pro- 
Iduct uses, actual consumption, likely 
lljconsumptioii in future, export prospects 
supply (e.g. production capj^ciiy, 
actual production, capacity utilisation, 
^.imports and likely future capacity, etc), 
^distribution (c-g. channels ofdistiibution 
-|OOSt of distribution, mode of transport 
^letc), pricing (e.g. domestic and inter- 
j^national price trends, control on prices, 
Q duties and taxes, etc), and external forces 
government policies, trade prac¬ 
tices, etc). The author has rightly cm- 
jphasised that ‘Tlie gateway for profit is 
; sales” and that “U is easier to own a 
' factory but difficult to own a market.” 
* If cost of a project is not estimated 
^correctly, the preparation of cash How 
j'^and profitability estimates would be a 
^ futile exercise because the amount of 
j depreciation, interest and dividend \m 11 
^ change with the capital cost of the pro- 
" ject. Jf theic is an overrun in the cost of 
^ project, the entrepreneur may find it 
^difficult to arrange for additional rc- 
Isouiccs and this may delay implc- 
^%icntation of the project which might 
to fuilhcr overrun in capital cost. 
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Overestimation of cost of the project is as 
much to be avoided as its underesti¬ 
mation. I'he author has rightly em¬ 
phasised that proper cost estimation of 
a project is as much in the interest of 
the financial institution as the entre¬ 
preneur. 

The author has laid emphasis on 
financial projections which include profit¬ 
ability estimates, cash-flow estimates and 
projected balance sheets. These are all 
inter-related and prepared on the basis 
of cost of the project, sources of income 
and various assumptions of profitability 
estimates. 

The author has emphasised that a 
project which is considered technically 
feasible, economically viable and finan¬ 
cially sound may run into difficulties, 
if it IS not backed by sound and efficient 
management. Man behind the project is 
very important so much so that ”... a 
second rale project in the hands of first 
rate management is beller than a first 
rate project in the hands of second rale 
management.” 

The author has done well to include 
a number of case studies to illustrate the 
various concepts and principles which 
financial institutions must keep in mind 
while undertaking project appraisal. 

The book will be extremely useful not 
only to the staff of commercial banks and 
other financial institutions but also to 
entrepreneurs and consultants for select¬ 
ing and prepaiing viable projects and 
implementing them efficiently. 

THE ART OF PURCHASING 

It is observed that efl'cctive purchasing 
of raw materials and components is a 
problem that is becoming more and more 
difficult becau'e ol increasing complexi¬ 
ties created by ever-expanding busine.ss 
establishments and their variegated re¬ 
quirements because of their diversification 
of production. 

B.K. Roy Chowdhury, the author of 
Purchasing Competence, is of the opinion 
that efficiency of purchasing personnel 
IS on the decline. There is iheicfore urgent 
need to study their problems in depth 
and provide them with suitable guidelines 
which is what this book is about. 

The Job of the purchasinit perstmnel 
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is to purchase required materials at the 
right time and in needed quantities for 
running productive machinery in a smooth 
and efficient manner. There is no doubt 
that tomorrow's purchasing will be more 
complex, more complicated, more trickly 
and risky and also more problematic. 
According to the author, there is no 
single or unique solution or formula to 
solve these problems. He opines that an 
attempt must therefore be made to seek 
some principles to guide purchasing per¬ 
sonnel properly while approaching the 
problem. 

Plan of Action 

The author has given an outline of 
future plan of action in this sphere. 
The basis of the plan is to involve all 
ranks of management and w'orkmcn in 
methods of reducing costs and improving 
profitability. According to this sugges¬ 
tion, teams of one or two persons are 
to be set up for each major activity re¬ 
lated to purchasing. Each team is to be 
asked to scrutinise all the cost areas to 
find out where savings can be effected 
and profit improved. Each team will have 
to set its own target which is to be later 
cm approved by high level management. 
Each team is to assemble once a fori- 
nighl or so and discuss the problem , 
threadbare. This, according lolhe author, 
would inject an element of competition 
among various teams in an establishment. 

The point the author wants to em¬ 
phasise is that diieci involvement of the 
purchasing personnel will be necessary 
in future, if costs are to be effectively 
reduced. If correct materials with pro¬ 
per qualities and specifications arc neces¬ 
sary to produce a reliable machine or 
equipment, the author has emphasised 
tlial It is necessary to have right people 
with right qualities for an effective pur¬ 
chasing organisation. The people selected 
must have right ability, experience and 
qualifications for the job. As tomorrow’s 
purchasing would be more complex and 
difficult, selected people should be ade¬ 
quately motivated to shoulder lesponsi- 
bility of facing the challenge. ^ 

The author has analysed in detail 
various technicalities while effecting pur¬ 
chases. While analysing purchasing 
strategy, he has drawn attention to as- 




pects such as proper selection of sources 
of supply, cost analysis, forward buying, 
disposal of surplus and obsolete materials 
and scrap and continual research on 
purchasing. 

In selecting a supplier, the purchasing 
personnel will have to take into account 
factors like financial position of the 
supplier, factors influencing prices and 
availability, facilities like plant machines, 
quality control system, delivery system 
and tool room facilities, with the supplier, 
his past record, his dynamism and so on. 

The author has emphasised that pur¬ 
chasing will always have to be done 
under various constraints due to factors 
like linancial stringency, personnel prob¬ 
lems, scarcity of raw materials, changing 
teclinology and so on . All that the es¬ 
tablishment can see is that it makes the 
best use of available information, tech¬ 
niques and facilities. The author has 
emphasised that in a complex organi¬ 
sational system like purchase departnicnl 
leadership plays a great role in motivating 
people to work with sincerity and honesty. 
It is also clear that in these days 
of hyper complexities, if enterprises want 
to increase their eflectiveness, they will 
have a provide a well-designed system 
of training to employees in the purchase 
department. 

The author has done well to illustrate 
several of the points with case studies. 

The book will be useful to parchasiiig 
personnel in small as well as large-scale 
industrial establishments as also to 
personnel looking after material manage¬ 
ment in industrial establishments. 

SOCIAL EVILS 

Atter the country attained indepen¬ 
dence, the need of the hour was and 
has been the strengthening of feeling of 
nationalism and sense of unity among 
people. What was necessary for solving 
the colossal economic, social and politi¬ 
cal problems before the country was the 
creation of a kind of consciousness 
among our people to do everything 
possible for solving domestic problems, 
that had gone on accumulating since the 
commencement of the British rule in 
India? What was necessary was the crea¬ 
tion of a new culture that could provide 
enduring basis for the country’s all-round 
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progress. But once the country became 
independent, our politicians lost sight 
of the need to create a new social ethos 
and value-system necessary for building 
socially and economically progressive 
Indian society and they have been busy 
with party and personal squabbles losing 
sight of broader national issues. 

In Indian Social Scene-Evils and Re¬ 
medies, Navin Chandra Joshi and Mrs 
Uma Joshi have written penetrating essays 
on various aspects of the Indian society. 
They were provoked to wiitc these 
articles because they find that the age- 
old social problems in India have re¬ 
mained practically the same as betore. 
Thus while on the one hand, a kind of 
dualislic society has developed in terms 
of income-earning and wealth-possessing 
power, on the other hand, urban and 
rural dichotomy has been becoming all 
the more glaring. On the political front, 
politicians at all levels appear to have 
become mere power-brokers, instead of 
spending their time and energy on estab¬ 
lishing sound and stable political base 
for the country. 

BafFling Issues 

On the social front, the problems of 
untouchabiliiy, communalism, child 
labour and marriage, dowry system 
and illiteracy all continue to baffle 
serious students of Indian polity and 
sociology. The whole Indian canvas 
presents a confusing picture, entirely 
blurring oiir perspective. No one appears 
or cares to know where we are being led 
or going. The thought-provoking essays 
in this book make an attempt to throw 
some light on these baffling issues before 
the counf y. 

On the economic front, the authors 
have drawn attention to various problems 
the country is facing since independence— 
inflation, disguised unemployment in 
agriculture, inequalities in income distri¬ 
bution, black money and the havoc it is 
causing in the various sectors of the 
economy, under and misulilisatioii of the 
nation's resources, problems of small- 
scale industries, industrial sickness and 
so on and so forth. 

The article on ‘Growth Barriers In 
Indian Society' should attract attention 
of discerning readers. The authors arc of 


the opinion that for long policy^mai 
and everybody concerned have neg 
the problem of low productivity in t 
Indian economy. Various other 
which we notice arc the direct 
of low productivity of practically cv^ 
factor of production and of every 
of our economy. This low productiyh 
according to the authors, is due ^ 
various lactors concerning not 
management and attitude of labour 
also Government policy especially 
regard to licensing and controls, 

Hindu Growth Rato 

The authors have emphasised t) 
it is only concerted clTorts by all to 
crease productivity of the economy 
a whole that can make a dent in 
sluggish upward movement of 
economy. Would such an effort be 
Why is it not being made all t] 
years? Or is it that wc are capable oi 
of what someone has called the tl 
per cent Hindu growth rale? 

On the humanitarian front, the aul 
have drawn attention to problems'^ 
mentally retarded persons, prison 
prison reforms, child dcvelo] 
women’s emancipation, dowry sysi 
our educational system and our c: 
nation pattern dominated by del 
syndrome and so on. 

The brief articles on various t 
and aspects of the Indian society * 
more for the laymen than sophistii 
.scholars and students specialising 
various branches of study. The artUS 
do not go into details of any one of 
problems mentioned above. But 
sionally the authors give the reader*' 
insight into a problem that is likel^/ 
change his entire perspective. 

What is of significance about 
book and the authors is that they 
tried to look at the various problt^ 
which arc all interconnected in ati 
tegrated way. Unfortunately &ince j 
dependence, politics and political edra 
derations appear to dominate the Inn 
scene. This has not only led to the negC 
of many of our social, cultural and m 
cational problems but in fact has li 
deterioration in practically every 
the above fields. Gandhiji was 
the only one who was deeply convi 
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for scKiety to piogres«»,simuIUineous 
eforms must be eflected in alJ fields 
olitics tor him was of secondat\ im¬ 
portance and only u means to achieve 
gher goals in life liis lolloweis and 
ctcssois hjvc not onl> loigottenthat 
bi^age but in fdct aic consciously or 
ther^jse accentuating many of the piob- 
ems such as linguism, castcism, com- 
unalism and provincialism just to gam 
hort-term pcMsonal and party political 
nis Gaininii; political power has 
come the be-all and end-all ol cvery- 
nc No wonder, with such leudcis and 
olicies, a country of sub-contmental 
izc with vast and vaiicd lesoiiices and 


with nearly onc-sixth of woild’s total 
population plavs only a marginal role 
m woild economy and polity and counts 
!oi piactically nothing, even thirty ycais 
aftei the countiy became independent 
When one looks acioss the Indian horizon 
(in spite of all talk of being thud country 
in (he woild in tespect of scientihc and 
technological peisonnel fourth m res 
pcct of wheat pioduction, sixth m respect 
of space technology and so on), one 
filled with a Sense of deep despan, 
frustration, agony helplessness and cyni¬ 
cism One feels lolally unhinged and 
aimlessly floating with no diicclion and 
no destination 
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Focum on Induttry 

Wide Range of Diesel Engines 


Dilspl inginls are piimc movers and 
fmd a Wide range of applications such as 
in agiicultural pump sels, generaimg 
sets, compressois, marine aid mdustnal 
application tiactois, commeiciai vehicles, 
carthmoving equipment etc There aie 
at piesent 32 units in the organised 
sectoi with a total licensed capacity of 
^4^2,300 engines pci \ear One of the 
i^nits IS in the public sectoi Besides the 
above units, some of the tractoi and 
commereial vehicle mamifjctuieis h^ve 
then own captive uipacit> foi the manu¬ 
facture oi diesel engines In addition 
to this iheie arc a laigt number ot units 
in the small-scale sett OI manutactunng 
low HP dicscl engines what are repoited 
to be pioducing moic than 1M)()00 
engines mostly below |S HP 
The installed capacity foi the thiec 
broad categories ol engines and Iheir 
production duiing the last ihiee years 
have been as given in the table below. 
The capacity utilisation m respect of 

f ngines othei than heavy duty, vehicular 
nd industrial types is low because this 
calegoiy includes engines of low horse 
power m which the small-scale sectoi has 
a ma|or share of pioduction Diesel 


Heavy duty diesel engines 5,000 
Vehicular and industrial 
\ diesel engines 12,000 

Others 297,000 

Total 314,000 


engines uptH) 15 HP of low speed type 
have been icscrvcd for small-scale sector 
The industry has achieved a high level 
of indigenous content on most of the 
ranges manufactured In case oi a few 
models taken up for manufacture le- 
ccnllv the impoii content is higher and 
vanes tiom type to type The impoit of 
engines are restricted to engines toi 
specialised applications and of the 
t\pe which art not available indigenously 
The export of diesel engines and parts 
theicol has been showing steady growth 
in the last few vears 

Engines upto 20 HP 

As per the working group on this 
industry, the total pioduction including 
those in the small scale sectoi in this 
range of engines is likely to go up to 
736,000 by 1983-84 Having regard to 
the capacit> already established in the 
large and small scale-sectors there is no 
scope foi nevv units for engines of this 
range 

Engines from 20 to 100 HP 

The installed capacity for this range of 
engine is at present 12,000 With the im¬ 


3,670 

3.499 

3,556 

4,456 

9 138 

11,513 

10,662 

10,554 

128 870 

100,360 

119,899 

131,215 

141,678 

115,372 

134,117 

146 225 


plementation ol Icttcis of intent already 
approved, the capacity is likely to go up 
to 24,000 in a few yeais The pro¬ 
duction as estimated by the task force 
foi this range ol engines by 1983-84 
would be 18 200 The capacity al¬ 
ready installed and appioved would be 
sufticient to meet the projected demand 
and as such thcie is no scope for the crea¬ 
tion of additional capacity Apart fiom 
specialised units pait of the require¬ 
ment IS being met b> captive pioduction 
units also 

Engines of 100 to 800 HP 

The installed capacity in thi‘ range of 
engines is at piesent ol the order of 

SOOO With the implemenlalJon of 
substantial expansion alleady approved, 
the capacity is likely to go up to 8,000 
during the next few ycais The 
demand as estimated by the task force 
in respect ol this sectoi is likely to go 
up to 6,500 by 1983-84 Although 
the capacity alieadv appioved could meet 
the piojecled demand m this range of 
engines, picscntly bulk of the availability 
comes fiom a single source 

Engines above 800 HP 

The engines of this range have appli¬ 
cation mainlv for ships and power genera¬ 
tion, and ate being manulactured by 
only one unit—-Gaiden Reach Ship 
Builders Lngmecis Lid—which is m the 
public sectoi This unit has capacity 
to produce engines upto 20,(X)0 HP. 
The demand foi this type of engine 
marginal and is expected to be of the 
ordei of 7 s by 1983-84 The capa¬ 
city alieady approved would be sufficient 
to meet the demand in this lange of 
engines Moreover, this is anaiea which 
does not ofler scope for more than one 
unit at present 


Production of Diesel Engines 


(In Numbers) 


Group 


InsUlIed 1975-76 1976-77 1977-78 1978-79 

capacity 
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STATE OF THE 
ECONOMY 


Air Travel botwaan 
India and Australia 

Air travel between India and 
Australia will soon become 
cheaper. An agreement to this 
dfect was signed recently at 
the conclusion of five-days 
talks between the Civil Avia¬ 
tion delegations of the two 
countries. The Indian delega¬ 
tion was led by Dr B. 
Venkataraman, Secretary, Mi¬ 
nistry of Tourism and Civil 
Aviation and Mr W.J. Hender¬ 
son, Assistant Secretary, De¬ 
partment of Transport, led the 
Australian delegation. Tlic 
agreement provides for low 
excursion fares and group 
inclusive tour fares between 
Australia and India. It has also 
been agreed that Air-lndia will 
be allowed to participate in 
certain other low fares to and 
from Australia. This was 
hitherto not acceptable to Air- 
India. 

The low fares are expected 
to boost up tourist traffic bet¬ 
ween the two countries, 
Qantas, the Australian air¬ 
lines is at present operating 
three services a week through 
iBombay. Air India have re¬ 
cently stepped up their opera- 
I tions from one to two frequen¬ 
cies a week from Bombay to 
' Sydney via Singapore and 
PWh with B 747 aircraft. 

Tradu with 
West Germany 

Trade between India and 
West Germany rose to a i ccord 
2,5 billion DM or Rs 83() 
‘ crores and German investments 
recorded a 7.4 per cent mere' se 
* in 1980. The Indian Ambassa- 
, dor in Bonn, Dr A.M. IChusro, 
|T'R renowned economist, noted 
f lhat several positive factors 
i helped to set in motion a 
l^ytmtnic change in the bilate- 
economic relations which 
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had remained stagnant till 
mid-Seventies. 

The West German Econo¬ 
mics Minister, Dr Otto Graf 
Lam bsdorIT, who took part in 
the 25th anniversary celebra¬ 
tions of the Indo-Gcrman 
Chamber of Commerce at 
Bombay acknowledged that 
India has favourable condi¬ 
tions to offer for trade and 
industrial collaboration. Its 
large population and ex¬ 
panding modem industry 
pre.scnted an interesting mar¬ 
ket. he said. 

Other favourable factors 
were its reservoir of scientists 
and engineers and skilled la¬ 
bour and possession of know¬ 
how and natural resources- 
West Germany also held 
considerable potential for 
Indian exports with its liberal 
trade policy. 

Economic observers in Bonn 
feel that though the oveiall 
growth of Indo-German trade 
seems to be encouraging, the 
“Spectrum of possibilities” is 
yet very large. Keeping in 
mind the fact that Indian ex¬ 
ports even in 1980 do not 
make half per cent of the total 
West German imports, the 
scope for expanding Indian 
exports is quite clear. For 
Indian exports. West Germany 
ranks fifth after the USA, 
Japan, Soviet Union and Great 
Britain. 

India’s liberalised trade 
policy, however, has created 
better investment climate for 
the foreigners. By allowing 
foreign equity participation to 
100 per cent. New Delhi gave 
green signal to foreign indus¬ 
tries, which would produce 
exclusively for Indian exports. 
The Government of India also 
took steps which would satisfy 
the demands of the foreign 
private investors in India. The 
pnvate German investment, 
which was stagnant since 


years, has recorded an incre¬ 
ase of 7.4 per cent in 1980 
amounting to DM 191.9 mil¬ 
lion. Indian investors, who 
started business abroad w ith a 
comparative modest share of 
Indian capital and technology, 
have also increased investment 
in West Germany to the tune 
of DM 25 million. 

Exports of Aluminium 
Cabins 

The Union Governmen thas 
allowed freely the export of all 
aluminium conductors (A/AC) 
and aluminium conductors 
steel re-inforced (AC/SR) by 
endorsement on shipping bills 
by the licensing authorities. 
This policy change was effect¬ 
ed in the light of the present 
position regarding the ability 
and offtake of indigenous 
aluminium. 

Hithcrlo, A/AC and AC/SR 
manufactured out of indigen¬ 
ous aluminium were only al¬ 
lowed to be exported when 
such exports formed part of a 
project contract. A public 
notice liberalising the export 
policy governing A/AC and 
AC/SR was issued by the 
Chief Controller of Imports 
and Exports recently. 

PAC Rsport on 
Unutilised Funds 

In its 57th report presented 
to the Lok Sabha recently the 
Public Accounts Committee 
has commented on the large 
quantum of unutilised funds 
under certain major heads of 
expenditure. 

It noticed that against the 
total grants of Rs 21,831 crore 
voted by Parliament, the ap¬ 
propriation accounts reveals 
“savings” of the order of 
Rs 1940 crore. The appro¬ 
priation accounts (civil) di»* 
closed savings of the order of 
Rs 3191 crore out of the total 
voted and charged amount of 
Rs 44,163 crores. 

The report says, the reasons 
for heavy shortfalls in ex¬ 
penditure particularly in the 
rural sector need to be ade¬ 
quately explained tc the 
Committee. 

Some of the vita] sectors of 
the economy in which large 
scale savingfrJiave been report¬ 


ed in the capital section are 
agriculture, fisheries, rural deve¬ 
lopment, irrigation, commutit- 
cations, power development, ( 
medical and public health, ' 
industry, village and small 
industry, textiles>-handlooras 
and handicrafts, petroleum 
and petrochemical industry 
and chemicals and fertiliser 
industry. 

The committee has observed 
that such large scale under¬ 
utilisation of funds are indi¬ 
cative of not only bad budget¬ 
ing but also of the failure of 
the departments concerned to 
make full use of the resources 
provided to them for the 
betterment of the peopkt. 
Overpiiching the cstimatw^ 
without corresponding efToris 
to utilise the grants gain- 
fullly deprives the other equally 
vital sectors of the economy of 
the much needed resources for 
development, the report says. 

The committee has asked 
the Government to analyse the 
reasons for this recurring 
phenomenon with a view to 
initiating timely remedial 
measures so that budget esti¬ 
mates arc prepared more 
preci.sely. 

The report has also com¬ 
mented on excess expenditure 
by various Ministries totalling 
about Rs 140.86 crore. Thq^'* 
largest excess of Rs 86.47 
crore occurred in grants and 
appropriations operated by 
the Defence Ministry. The 
committee has expressed the 
view that this reflects badly on 
the budgetary control of the 
Ministry. About Rs 70 crore 
of the total excess expenditure 
arose under the heading pur¬ 
chase of material due to stores 
supplies matertalising earlier 
than anticipated. According 
to the committee the excess 
could have been avoided if 
there had been effective moni¬ 
toring of supplies and provi¬ 
sion made therefor. 

Compensation for 
Burmoh Oil Company 

India will pay Rs 21.56 ^ 
crore by way of compensation, 
to the Burmah Oil Company 
of UK for the acquisition of 
its shareholding in Oil India 
Limited, the undertakings in 
India of the Assam Oil Com- 
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pany Limited and the Burmah 
Oil Company (India Trading) 
Limited. 

The compensation amount 
;£iu/hich will be free of taxes, 
Iwill carry a simple interest at 
the rate of eight per cent per 
annum if the Government fail¬ 
ed to pay the said amount in 
one instalment in pound 
sterling on or before October 
15, 1981. 

However, the Government 
has decided to pay off this 
amount before the expiry of 
the agreed date of payment. 
Burmah Oil Company has a 
50 per cent shareholding in 
Oil India Limited and has 
wholly-owned subsidiaries in 
Assam Oil Company and 
tr Burmah Oil ('ompany 
f {Ihdia Trading). 


The transfer of shares to the 
Indian Government and the 
compensation payable to the 
Burmah Oil Company, ending 
the last vestiges of foreign 
control over the petroleum 
sector, have been provided in 
the Burmah Oil Company 
(Acquisition of the Shares of 
Oil India Limited) and of the 
Undertakings in India of 
Assam Oil Company (India 
Trading) Limited Bill which 
was introduced in the Lok 
Sabha recently by the Petro¬ 
leum Minister, Mr P.C. Sethi. 

This multinational Burmah 
Oil Company still controls 
“a Significant portion*’ of 
petroleum products produced, 
marketed and distributed in 
India. 

Under the Bill, 50 per cent 


of the shares owned in Oil 
India will stand transferred to 
the Government, thus totally 
Indianising this company 
which is engaged in the ex¬ 
ploitation of crude oil in the 
Eastern Region. The Assam 
Oil Company which is engaged 
in refining activity and the 
marketing assets it rented 
from Burmah Oil Company 
(India Trading) Limited will 
be vested in a Government 
company or Govei nment com¬ 
panies by notification 
The services of their emp¬ 
loyees are to be transferred 
to the new company or com¬ 
panies and the contracts for 
any servree, sale or supply in 
India will be continued 
The undertakings in India 
of the Burmah Oil Company 


(India Trading) Limited will ^ 
not include the shares held 
by it in the Tin Plate Com* 
pany of India. 

The profits earned or tfie 
losses suffered as the case 
may be by each specified 
company in relation to its 
undertaking in India from 
January 1, 1977 shall be 
payable to or borne by the 
Central Government. 

Drilling at Bodra 

The Oil and Natural Gas 
Commission’s drilling at 
Bodra in south of 24-Parganas 
in West Bengal will start some 
time early next year. Also 
loini seismic exercises by 
Soviet and ONGC experts 
with the latc^it equipment, 96 
ch.innel unit, at the Diamond 
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mr urea will start to- 
;: Ihe end of this year. 

Giving this information, 

, Mr H.G.T. Woodward, Mem¬ 
ber (Onshore), ONGC, said 
that it was not true that 
ONGC did not pay importance 
. to West Bengal for exploration 
work. Quite the opposite was 
die truth. 

Addressing the ONGC silver 
jubilee function, he said ex¬ 
ploitation was now going on 
at two places in the State— 

, Abbay with a target depth of 
; 3 km and Jaguli where the 
target depth is 5.5 km. Sur¬ 
vey in the shallow waters of 
^ Sunderbans was expected to 
■ Start in 1982. 

The Calcutta office of 
ONGC which is the head- 
C^uarters of Central Region 
.also controlled exploration in 
Tripura and Godavari (Tamil 
Kudu) and Cauvery Basins. 
Although initial results at 
Cauvery hc^d not been en- 
; couraging, work would be 
undertaken in a big way. 

MrP.N. Jha, Member (mate¬ 
rials) ONGC, said with the 
world oil scene becoming 
more and more eimiplicated, 
the responsibility of ONGC 
bad increased. ONGC emp¬ 
loyees h'd now a gigantic task 
before them. 

Bombay High Crude 
lor Mathura 

Indian Oil Corporation has 
entered into a consultancy 
Bgreement with Snam Piogctti 
of Italy for finding a techno- 
economic solution to the pro- 
'blcm of pumpability of 
Bombay High crude in winter 
from Salaya in Saurashtra to 
Ko3^1i and Mathura for pro¬ 
cessing in the refineries there. 
Stating this in the Rajya 
Sabha, the Ministci of Stale 
in the Ministry of Petroleum, 
Chemicals & Fertilisers, Mr 
Dalbir Singh, said that while 
it had been possible to 
transport Bombay High crude 
to Koyali Refinery in Gujarat 
; with the aid of additives, its 
transportation to Mathura 
' Refinery, particularly during 
winter, when subsoil tempe- 
ntture in the Rajasthan region 
. was less than 20"’C has posed 
L problem because Bombay High 
^rude had a very high pour 


J’, ■ ' / . • 

point and a btgn percentage 
of wax which may possibly 
lead to its congealing in the 
pipeline. 

The Minister of State, stated 
that the existing pipeline system 
from Salaya to Mathura was 
designed to pump Middle 
East low pour point non- 
waxy crude, as planned origi- ' 
nally. Mr Dalbir Singh said ; 
that as soon as the problem | 
of pumpability was known, 
the Oil and Natural Gas Com¬ 
mission’s laboratories started 
examining the problem by 
using different plans of 
additives. The question was 
also examined in the technical 
wings of Refineries Division, 
Pipelines Division, and Re¬ 
search and Development 
Centre of Indian Oil Corpora¬ 
tion and in the Indian insti- ; 
tute of Petroleum. | 

Assistance for 
Pests Control 

The Governmciit of India 
has conveyed the administra¬ 
tive approval for release of 
Rs 62.61 lakhs under the 
centrally sponsortd scheme 
for the control and eradication 
of pests and diseases of agri¬ 
cultural importance including 
weed control in endemic areas 
during the year 1981-82 to the 
States of Karnataka, Madhya 
Pradesh, Orissa and Tripura. 
This is in addition to Rs 180.30 
lakhs already sanctioned 
during the current year to 
15 Stales/Union Territories— 
Andhra fVadesh, Gujarat, 
Haryana. Himachal Pradesh, 
Jammu & Kashmir, Kerala, 
Mnharashlra, Punjab, Rajas¬ 
than, Tamil Nadu, Uttar 
Pradesh, West Bengal, Delhi, 
Goa, Daman & Diu and 
Pondicherry. 

Tlie scheme envisages 
Central subsidy towards : 
(i) Operational cost at the 
rate of Rs 3 per acre and 
Rs 5.50 per acre for ground 
and aerial operations resp.x* 
lively for eradication of pests 
and diseases in endemic areas 
except in the case of Union 
Territories, where rate of 
subsidy will be double of this 
amount; (ii) Central subsidy 
at the rale of 25 per cent 
towards the cost of pesticides 
and Rs 3 per acre for ground 




FORM-UA 

(See Kide 4A(1) 

NOTICE 

It is hereby notified for the information of the public that THE . 
ENPlELD INDIA LIMITED proposed to make an application to the*^, 
Central Government in the Department of Company AfTairs, New Delhit 
under sub-section (2) of Section 22 of the Monopolies and Restrictive 
Trade Practices Act. 1969 for approval for the establishment of a new 
undertaking for the production, supply, distribution or control of Motor¬ 
cycles & Mopeds: 

Motorcycles & Mopeds-—50 to 500 cc 
capacity. 

1.00,000 


Name of goods 


Proposed installed capacity 
(in numbers) 

Estimated annual production 
or turnover 


The Turnover wJII be Rs. 50 Crorcs 
when the installed capacity is fully 
utilised. 

Other particulars of the proposed new undertaking arc as under : 


(i) Name of the pr(»posed 
undertaking. 

(ii) Name (s) of person (.s) or 
authority/authoritics 
proposing to establish the 
new undertaking. Where, it 
is a body corporate furnish 
details of its munugement 
structure together with those 
of (he proposed undertaking. 


(iii) Capital structure of the 

applicant person or authority 
and of the proposed under¬ 
taking ; 


The project may be implemented by 
applicant and/or its subsidiary 
The Enfield India Limited, 

Rcgd. Oflice. 

29, Eldanis Road, 

Post Bag No. 1053, 

MADRAS-()lJ0 01S. „ . 


The Company is managed 
Managing Director under 
superintendence, control and 
lion of Board of Dircctoi s. 


by\ a 
the 
direc- 


i 

1 

Authorised Capital 

30,000 9.50% Taxable Cumulative 
Redccmubic Preference Shares of 

Rs, 100/- each 

9,00,000 Equity Shares of 

...30,(X),000 


Rs. 10/-each 

...90.00,000 

120,00,000 


Issued and Subscrilicd Capital : 

10,000 —9.50% Taxable Cumulative 

--—■ 


Redeemable Preference Shares of 

Rs. 


R-.. 100/-each 

...10,00,000 


7.80,000 Equity Shares of Rs, 10/- each 

...78.00,000 



88,00,000 


(iv) Proposed location of the 
new undertaking 


(v) Brief outline of the cost 
of the project, the scheme 
^ and source of finance 


— At Maraimalai Nagar in Chingld^ 'J 
put District in the State of Tamil ^ 
Nadu or in any other backward 
area in Tamilnadu. 

- -Capital cost of the project 

Rs. incrores 
Land 0.10 

Buildings 1.00 

Plant & Machinery 
Indigenous 6.90 

Imported 4.00 


12.00 

Working Capital 3.00 

TOTAL 15.00 

Source of Finance :- 

Term loans including 

foreign currency loans 

from financial institutions •••10.00 

Internal accruals and 

issue of share capital . .5.C0 

iToo 

2. Any person interested in the matter may make a representation 
to the Secretary. Department of Company Affairs, Government of Infc, 
Shastri Bhavan, NEW DELHI, within 14 days from the date of publi^- 
tion of this Notice, intimating his views on the proposal and indicating 
the nature of his interest therein* 

P.R. SUNDARAM 

Dated this day of 28th August, 1981 • Secretary 
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operations to the States and 
twice at this rate in the case 
of Union Territories, for 
control of special pests, and 
i k(in) the cost of weedicides at 
Vhe rate of I2i per cent to the 
States and 25 per cent m the 
case of Union Territories for 
weed control 

Tripurar Lakshadweap 
Powar Projacts 

Mahaiani micro hydcl pro¬ 
ject of Tripura, estimated to 
cost Rs I 67 Clones, has been 
appiovcd by the Planning 
Commission The 2 ^ ^(K) KW 
project enviSiigcs utilisation of 
water in excess of require- 
monts of irrigation at the 
4jniti irrigation barrage now 
, construction Watci 

vdl be available throughout 
the year except during ihc 
Joui monsoon months when 
no power generation would he 
possible due to high tailraco 
elevations The scheme involves 
tonsil action of an intake 
powe rhousc and tailracc on 
the left flank oi the ban age 
and instillation of two units of 
^00 KW each opciatiiig under 
a gloss head of five mcteis 

The Planning Commission 
has also appiovcd a 1 aksha- 
dweep scheme for augmenta¬ 
tion of diesel generating capa¬ 
city and distribution system 
Minicoy Island during the 
,^|xth Plan, 198(VSS The 
scheme is estimated to cost 
Rs 29 508 lakhs Among other 
things the scheme provides 
for tiddition and alteration of 
the existing powei house, 
building installation of three 
125 KW DG sets, cemstruc- 
tion of one 100 KVA» four 
50 KVA and two 25 KVA 
step down sub-stations. 

Transport Undertakings 
Soak Fiscal Relief 

A deputation of the Chaii- 
mcn of the State Road Trans¬ 
port Undei takings recently call¬ 
ed on the Minister of State for 
Shipping and Transport, Mr 
Butd Singh and presented 
a memorandum listing the 
problems faced by State Road 
iTransport Undertakings and 
^ggestions to improve the 
f functional and financial aspects 
’ of State transports’ opera¬ 
tions The delegation earlier 


called on the Union Minister 
for Shipping and Transport, 
Mr Vecrendra Patil 

The delegates pointed out 
that the cost of operational 
inputs such as diesel oil, lubri¬ 
cating oil, tyres and wages of 
labour etc have been steeply 
increasing over the last decade, 
and the rate has been much 
more rapid in the last few 
years They said that the State 
transpoits are caught in a 
Vicious circle of low faics, poor 
revenues, delayed replacements 
(of buses and spares) and con¬ 
sequent deteriorating opera¬ 
tional efficiency and requested 
that diesel oil for passenger 
transport may be made avail¬ 
able on a lower price based 
on a differential pricing for¬ 
mula In the alternative, cx 
CISC duty on diestl oil may be 
refunded to the SI Us as is 
being done in United kingdom 

The two Ministers evinced 
keen interest in the suggestions 
put lorwaid by the Chairmen 
for improvement in State 
Transport Undertakings work¬ 
ing and assured the Chairmen 
that the points raised by them 
would be carefully examined 
at appropriate levels s\ith a 
view to removing bottlenecks 
faced by the undertakings in 
providing efficient tiansport 
SCI vice to the commuters 

Handloom and 
Handicrafts 

The All India Handlooms 
and Handiciafts Boaid has de¬ 
cided to constitute stanJnm 
unmnitiees to deal with hand- 
looms, handicrafts design and 
technology consisting of the 
experts in the field to deal with 
specific problems This is one 
of the major decision taken 
during it> first meeting whith 
was held heie on August 20 
and 21, 1981 undci the Chair¬ 
manship o! Mr Prana b 
Mukhcrjtc, Commerce Minis¬ 
ter The meeting was attended, 
among others by Mr Darbaia 
Singh, Chid Minister, Puniab 
and the Ministers incharge of 
Handicrafts and Handlooms 
from many States 
The detailed discussions cover¬ 
ed yarn puce and availability 
of yarn for the handloom ‘‘Cc- 
tor. The Commerce Minister 


announced that additional 
spmdleagc capacity of 2 1 mil¬ 
lion would be created during 
the Sixth Plan period He also 
said that 625,000 additionah 
spindles will be set up in the 
wcavei s cooperative sector A 
provision of Rs 32 crores has 
been made m the Sixth Plan 
specifically for the weavers 
cooperatives spinning mills To 
meet the immediate needs of 
the handloom industry 30,000 
bales out of 100,000 bales of 
cotton being imported from 
Pakistan had been allotted to 
the handloom industry 

Award for Human 
Intarest Story 

‘‘Media India" devoted to 
Mass C ommunicatim, has 
instituted the Best Nevvspipci 
Sfoiy Awaid for human in¬ 
terest stones to the journalists 
ot Delhi twice a yeai in 
Octobci and Apiil The awaid 
will be in the shape of (I) 
Rs 5()0 (.ash (ii) a Running 
Trophy ind (in) a Scioll ot 
Honoui Ihe awaid will be 
open to leporters of the 
bnglish-languagc ntwspajjersin 
Delhi lor cit} lepoiting/muwn 
NtUnsf which lend to 

infoiiii enlightLii educate oi 
expose excluding political 
coveiage 

Names in the News 

Mr p N Vencatesan Mana¬ 
ging Director has been 
appointed Vice Chairman and 
Managing Director ol Premier 
Automobiles Limited on 



Mr PN Vcncatcsan 

August 5 1981 He joined the 
Premier Automobiles m July 


S 

1964 as Controller of Ae* 
counts At a later stage Gene- ^ 
ral Administration and 
Personnel Administration func¬ 
tions were also entrusted to 
him. He was appointed Dy. 
General Manager (Finance and 
Admn) in 1967 and was ap¬ 
pointed Ag General Manager 
m July 1972 As General 
Manager he has steered the 
company ably during the very 
difficult limes of the auto¬ 
mobile industry During the 
period of last 3 critical years 
he made dedicated and deter¬ 
mined cflorts to overcome 
multifarious problems and 
ultimately succeeded in bring¬ 
ing PAL out of all tioubles 

Prior to joining the Premier 
Automobiles, Mr Vencatesan 
was with Lsso for over 12 
years where he had ^ disting¬ 
uished career 

Mr Sanat Lahiri has joined 
the Tata Iron and Steel Co 
Ltd as Director of Public 
Relations 

Mr P.B Srccnivasan has 
been appointed Executive 
Director ol fndian Overseas 
Bank with effect from August 
13,1981 At present he is the 
General Man iger of the bank 
Mi Sreenivasan joined the 



Mr P B. Sreennasan 


bank as piobationary officer 
in the year 1946 He has work¬ 
ed as Manager in major 
branches m India ami at 
Bangk(ik He was Regional 
Manager at Bombay from 
1967-71 and was promoted 
as Assistant General Manager 
m the year 1971, Deputy 
General Manager in 1975 and 
General Manager m 1978, 
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Orimt Paper 

« 

Orient Paper and Industries 
is going ahead with the ins¬ 
tallation of its cement plant 
at Devapur. Major part of 
; heavy machinery and equip- 
" tneots has already been receiv- 
ed at the site and is under 
erection. The plant is sche¬ 
duled to be commissioned in 
the later part of the current 
year. The company has al¬ 
ready declared maintenance of 
equity dividend at 20 per cent 
for the year ended March 
1981. Sales have risen from 
Rs 55.41 crores in 1979-80, to 
R$ 57.37 crores in 1980-81, 
the gross profit has come 
down from Rs 8.95 crores to 
Rs 7.37 crores. After provi¬ 
sions and adjustment, the 
disposable surplus is Rs 3.37 
crores (Rs 3.77 crores). 
Dividend will absorb Rs 1.27 
crores (same). General reserve 
gets Rs 2.45 crores (Rs 2.45 
crores). 

ShrSB Rajasthan Syntex 

Shree Rajasthan Syntex 
has commissioned the first 
phase of the installation of the 
T3»680 spindies, which consti¬ 
tutes 80 per cent of the total 
number to be set up. Installa¬ 
tion of the rest of the spindles 
will be completed by Septem¬ 
ber, 1981. 

Shrcc Rajasthan Syntex 
Limited is a joint venture set 
up by 8 team of technocrafts 
and tbe Rajasthan State In¬ 
dustrial Investment & Deve¬ 
lopment Corpn. Ltd (RIICO) 
with a licensed capacity of 
25,000 spindles for spinning 
yarn from synthetic fibres at 
Durgapur. The products of 
. the company are already in 
the market fof the last four 
months and blended yams and 
acrylic yarns produced by the 
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company have been well re¬ 
ceived. 

The company has also 
installed diesel generating sets 
for captive power. The turn¬ 
over is expected to be 
around Rs 10 crores a 
year on full capacity utilisa¬ 
tion. The company plans to 
expand its capacity by the end 
of 1982. The sales turnover 
after expansion will be around 
Rs 20 crores. 

Mukand Iron to Enter 
Capital Market 

Mukand Iron and Steel 
Works proposes to issue short¬ 
ly convertible debentures of 
Rs 7 crore to meet a part of 
the finance for its modernisa¬ 
tion programme estimated to 
cost Rs 20 crore 

The company is planning to 
issue 350,000 debentures of 
Rs 200 each at par. Each de¬ 
benture will be convertible into 
five equity shares of Rs 10 
each at premium not exceeding 
Rs 5 per share. Such conver¬ 
sion will be effective after 
about 18 months from the date 
of allotment. The non-con- 
vertiblc portion of the deben¬ 
tures will be repaid, in four 
equal annual instalments bet¬ 
ween seventh and tenth year 
from the date of allotment. 

The debentures will carry 
interests of 13.5 per cent per 
annum and an additional in¬ 
terest of one per cent per an¬ 
num if the company's dividend 
on equity shares exceeds the 
average rate of dividend for 
the preceding three years. 

The company proposes to 
reserve nearly one-fourth of 
the issue amount for preferen¬ 
tial allotment to the share¬ 
holders. debenture holders, de¬ 
positors and employees of the 
company as might be agreed 


to in consultation with appro¬ 
priate authorities. 

The company's modernisa¬ 
tion programme includes in¬ 
stallation of bloom caster, the 
largest in India, a captive 
oxygen plant as well as lehabi- 
litation, modernisation and 
shifting of the bar mill from 
Kurla to Kalwc. 

The modernisation pro¬ 
gramme will help to improve 
the quality of company’s pro¬ 
ducts, upgrade the product mix 
and enlarge the share of si^- 
cial steels in the original equip¬ 
ment market of the automo¬ 
bile sector. 

As is known, the company 
has sought the Government’s 
approval for setting up a 
sponge iron project with a 
capacity of 200,000 tonnes per 
annum. The company is also 
planning to double its steel 
making capacity to 370,000 
tonnes of billets per annum. 
These programmes are estimat¬ 
ed to cost Rs 39 crores. 

Indian Hotels 

Indian Hotels Company is 
expected to maintain its pro¬ 
gress in the current year. Its 
bookings and revenue for the 
first five months of the current 
year (April to August) have 
been placed higher by about 
13 per cent over those in the 
corresponding period of last 
year. 

Disclosing this, the com¬ 
pany's Chairman, MrJ, R. D. 
Tata, told shareholders that 
the company was hurriedly 
constructing a new hotel in 
New Delhi and a part of it was 
expected to be completed for 
the Asian Games towards the 
end of next year. The new 
hotel, the company's second 
in New Delhi, would be a 500- 
room hotel when fully ope¬ 
rational. 

Mr Tata has said that the 
hotel industry continues to 
suffer from inflation and the 
Government's decision to levy 
the new tax of 15 per cent on 
gross revenues of hotels charg¬ 
ing Rs 75 more per person per 
day acted as a further burden 
on the already burdened in¬ 
dustry. 

The new hotel in New Delhi 
will cost about Rs 600,000 per 


room, against the cost of aboi 
Rs 400,000 per room in thf 
case of Delhi Taj which wa^ 
'built only four years ago. The . 
total cost of the new hotel in^ 
New Delhi will be about Rs 30.- 
crores out of which 45 per cen ' 
would be provided by the Delh 
Development Authority. The 
proceeds of the issue of con¬ 
vertible bonds of Rs 15 crores 
would also partly finance the 
hotel project. 

EID Parry 

EID Parry (India), one of 
South India's leading manu¬ 
facturing and trading com¬ 
panies, has come out with 
highly impressive results for the 
year ended December 31, 191^1. 
The turnover has increased jsST 
Rs 231 crore from Rs 1^9 
crore in 1979 and Rs 168 
crore in 1978. The net profit 
before depreciation has also 
substantially increa.sed to Rs 
6.15 crore from Rs 3.20 crore 
in 1979 and a net loss of Rs 
45 lakh in 1978. 

It is learnt that this favour¬ 
able trend has been well 
maintained during the last 
seven months of the current 
year. If this continues the 
company will be able to 
completely wipe out the carried 
forward net deficit of Rs 2.08 
crore. It is too soon to say 
whether the company will bf 
able to show such improve^ 
ment in the results for th^ 
current year as to be able to 
give any dividend on equity 
shares. In view of the deficit 
carried forward no dividend 
has been recommended for 
1980 both on cumulative pre¬ 
ference share capital and equity 
share capital. 

R. T. Mehta Paints 

R. T. Mehta Paints Pvt Ltd, 
are putting up a new synthetic 
resin plant at Tarapur in Maha¬ 
rashtra at a total investment 
of Rs 25 lakh. The product is 
used basically in industries 
manufacturing printing inks, 
laminates, foundries, textiles,' 
paints and insulation var-^ 
nishes. 

This was revealed to news- 
men by the Managing Director, | 
Mr Prakash Mehta. Mr Mehta 3 
said in the first phase the com: 
pany will manufacture 100 
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dionncs of alkyds, 4() tonnes of 
^ cinaleics and phenolics per 
Tionth. In the second phase 
koO tonnes of epoxies and poly- 
\imides will be produced. The 
^sompany proposes to have a 
^les of about Rs 1.5 crore in 
the first year and about Rs 3.5 
crore when the second phase 
is completed. The first phase 
1 ^ expected to go into commer¬ 
cial production early next 
month and the second phase 
will be ready by 1983. 

Hindoostan Mills 

The Chairman of the Hin¬ 
doostan Spinning and Weaving 
Mills Ltd, Mr Sudhir K. 
^4ackersey; has told share- 
folders that the sales in the 
Yist four months of 1981-82 
were slightly higher about Rs 26 
crore compared with Rs 24 
crore ‘in the coriesponding 
period of 1980-81. He was 
not sure if there would be an 
improvement in the profit¬ 
ability as operational costs arc 
rising continuously. The prices 
of col Ion have gone up and the 
wage bill IS also on the in¬ 
crease. The management is, 
however, trying its best to 


keep under check cost in¬ 
creases. 

The company has so far 
spent Rs 230 lakh on moderni¬ 
sation. With the complex 
completion of the first phase, 
the second phase of moderni¬ 
sation IS to be taken in hand 
shortly. A substantial portion 
of the modernisation pro¬ 
gramme is expected to be com¬ 
pleted by March 1983. With 
the completion of medernisa- 
tion programme the company 
will be able to withstand the 
pressure of mounting costs to 
a large extent. 

The prospects on the export 
fiont also are not at all bright. 
The company’s exports in 
1981-82 are expected to be 
lower than the record figure of 
Rs 30.20 crore achieved in 
1980-81. The company is tak¬ 
ing corrective steps to raise its 
exports in processed varieties. 

Sesa Goa to Diluta Equity 

Equity shares ofSesa Goa 
Limited will shortly be offered 
to the Indian public by the 
company’s principal share¬ 
holder Finsider SPA, Italy. 

The Italian holding company 


is disinvestiog 22.05 lakh equi¬ 
ty shares of Rs 10 each of 
Sesa Goa at a premium of 
Rs 2.50 per share with a view 
to diluting its shareholding 
from 100 per cent to 40 per 
cent. 

Sesa Goa is engaged in min¬ 
ing and exporting of iron ore. 
It owns numerous mining con¬ 
cessions spread over about 
1,570 hectares in Goa. 

Its annual sales of iron ore 
averaged 1.8 million tonnes in 
the past few years. The com¬ 
pany was established in 1954 
and is a wholly owned subsi¬ 
diary of Finsidcr SPA of Italy. 

The company's sales totalled 
Rs 18.15 crore of which direct 
exports accounted for Rs 7.22 
crore and sales to MMTC 
against their exports totalled 
Rs 10.93 crore. ll earned a 
gross profit of Rs 2.73 crore 
for 1980-81. Its net profit 
amounted to Rs 67.37 lakh. 
The company has declared a 
dividend of 15 per cent for 
1980-81. 

It has been able to get re¬ 
newal of export contract from 
traditional Japanese buyers 


witk a price increase of abonit 
9 per cent. The off-take again¬ 
st this contract is expeotra to 
be slightly higher this year. 

Convertible Bonds by 
Fibreglass Pilkington 

The non-re.sident interest in 
Fibreglass Pilkington is being 
reduced from the present 50.39 
per cent to less than 40 per 
cent by the issue of convertible 
bonds by the company. 

The company is making a 
public issue of 110,948 con* 
verttble debenture of Rs 156 
each at par. Each debentm 
contains a convertible portion 
of Rs 56, which will be con¬ 
verted into four equity shares 
of Rs 10 each at a premium of 
Rs 10 per share on March 3U 
1982. The non-con veitible 
part of Rs 100 per debenture 
will be redeemed at par bet^ 
ween 9th and 11th year from 
the date of allotment. 

The debentures will carry 
interest of 13.5 per cent per 
annum with an additional one 
per cent payable if for any 
immediately j^rceding finan¬ 
cial year the company’s equity 
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dividend exceeds 16 per cent. 
The company has paid divi- 
« dend of 16 per cent for the 
past few years. 

The proceeds of the deben¬ 
ture issues amounting toRs 
2.63 crore will be utilised to 
meet a part of the finance for 
the company’s modernisation 
programme. 

Ahmtdabad Electricity 

Ahmedabad Electricity Com¬ 
pany is setting up a 110 mw 
power generating unit at an 
estimated cost of Rs 62 crore. 
The new unit, which will be 
the second to be installed with¬ 
in two years of the commis¬ 
sioning of the first one, is 
expected to be commissioned 
by March 1985. 

The company’s expansion 
programme is to be financed 
by the addition of about Rs 6 
crore to be made in early 1984, 
consumers deposits of about 
Rs 4 crore, a loan of Rs 20 
crore from the Government of 
Gujarat, and term loans of 
about Rs 32 crore from the 
financial institutions. 

On commissioning of this 
unit, the company’s power 
generating capacity will rise to 
about 440 mw. This will re¬ 
duce the company’s dependen¬ 
ce on Gujarat State Electricity 
Board for the purchase of 
power. Presently, the company 
is purchasing about 60 mw 
from the State Electricity Board 
to meet the requirement. 

According to Mr G.S. Bhatt, 

• Chairman, the company ex¬ 
pects a shorter execution time 
as also the shorter post-com¬ 
missioning gestation period to 
, attain the full output from the 
r new unit in view of its recent 
' experience with the first 110 
) mw unit which was commis- 
' sioned in 1979. 

' Mr Bhatt expects that the 
company’s sales of energy will 
. increase to about Rs 82 crore 
j in the current year from Rs 74 
crore in 1980-81. 

. Enfield India 

^ Enfield India, Madras, has 
achieved extremely gratifying 
results for the year ended 
June 30, 1981, establishing 
all-time records in production 
sale and profits. The turnover 


has substantially rison to Rs 
31.95 crore from Rs 22.97 
crore in the previous year. 
The profit before depreciation 
and interest charges has also 
increased by 32 per cent to 
Rs 272.06 lakh from Rs 206.79 
lakh. Afler providing Rs 
112.48 lakh for finance charges 
and Rs 28.05 for depreciation, 
the residual profit has nearly 
doubled to Rs 131.53 lakh. 
Together with Rs 6.75 lakh 
transferred from development 
icscrvc, this amount of Rs 
131.53 lakh has been utilised 
to reduce the loss of Rs 20^.09 
lakh brought in from the 
previous accounts to Rs 66.81 
lakh. 

The remaining loss of Rs 
66.81 lakh, it is confidently 
expected, can be eliminated in 
the first half of 1981-82. There 
is now a further steady rise in 
production and sales. The 
management hopes to be able 
to clear arrears of dividend 
on pcrfcrencc shares in 1981- 
82 and also resume distribution 
of dividend on equity capital. 

Good work done in the past 
two years has been reflected 
in a significant improvement in 
efficiency and the output of 
Bullets and mini-Bullei motor¬ 
cycles has reached levels which 
have not been thought possi¬ 
ble in earlier years. There is 
also no marketing difficulties. 
The output of Bullet is 19,512 
units and mini-BulIets 4,866 
units. The agro-engines divi¬ 
sion has also fared well. 

Chempiast 

The Directors of the Chemi¬ 
cals and Plastics India Ltd 
(Chempiast) have recommend¬ 
ed a dividend of 18 per cent 
on equity shares for the year 
ended March 31, 1981. 

The company’s turnover has 
increased to Rs 2120.05 lakh 
from Rs 1475.62 lakh in the 
previous year. The operations 
have resulted in a pre-tax 
profit ofRs 161.12 lakh (Rs 
185.94 lakh) after providing 
Rs 67.50 lakh for depreciation 
(Rs 51.67 lakh) and Rs 83.76 
lakh for interest (Rs 51.35 
lakh). Provisions for invest¬ 
ment allowance reserve and 
taxation are Rs 42 lakh (Rs 
21.60 lakh) and Rs 34.50 lakh 
(Rs 87.00 lakh), respectively. 


The surplus available for ap¬ 
propriation is Rs 84.94 lakh. 
The proposed dividend will 
absorb Rs 33.31 lakh. A sum 
OfRs 14.75 lakh (Rs48 lakh) 
has been transferred to gene¬ 
ral reserve. 

The production of PVC 
resins has shown an improve¬ 
ment from 10,872 tonnes in 
1979-80 to 12,108 tonnes des¬ 
pite difi iculties in getting the 
raw materials and frequent 
power cuts. The stiff compe¬ 
tition from imported materials 
has also undermined the 
company’s profit earnings. 
Production of pipes has in¬ 
creased from 4,874 tonnes to 
6,744 tonnes. The company’s 
alcohol plant has produced 
65.38 lakh litres. 

During the year the com¬ 
pany’s modernisation and 
debottlenecking programme 
was completed satisfactorily 
and it is now in a position to 
produce 20,000 tonnes per 
annum of PVC resin, subject 
to availability of raw materials. 

The company has also 
undertaken a programme to 
replace its existing aged pipe 
extruders with modern machi¬ 
nes, which will result in 
improved operational efficiency 
and cost savings. The first 
extruder under this programme 
will be imported and installed 
in the current year. 

Capital and Bonus Issues 

The following 12 companies 
have been allowed to raise 
capital. The details are as 
follows: 

Bonus Issue 

1 . M/s Stcelcast Bhavnagar 
Private Limited. Rs 16,00,0(K) 
in fully paid equity shares of 
Rs 100 each in the ratio of 
1:1; 2. M/s Alchemic Private 
Limited. Rs 100,000 in fully 
paid equity shares of Rs 10 
each m the ratio of 1:3. 
X M/s Navdeep Chemicals 
Private Limited. Rs 100,(XX) 
in fully paid equity shares of 
Rs 100 each m the ratio of 
1:1; 4. M/s Facit Asia Limited. 
Rs 31,50.000 in fully paid 
equity shares of Rs 10 each 
in the ratio of 3 : 10 . 

Farther Issue 

5. M/s Madhya Pradesh Unit¬ 
ed Popypropylenc Limited. Issue 


of equity shares worth Rs 240 
lakhs for cash at par as follows' 
(in lakhs) (a) Madhya Pradesh j 
State industries Corporation 4 
Rs 62.40 (b) Co-promoterf ^ 
Rs 60.00 (c) Public Rs 117.60 
The proceeds of the issue will 
be used to finance partly the 
cost of setting up a Biaxially 
Oriented Polypropylene Film 
Plant in Madhya Pradesh. 

6 . M/s Modi Rubber Limited 
Issue of secured redeemable 
dehenlures worth Rs 600 lakhs 
for cash at par to the public 
through prospectus The 
detentures will carry interest 

13.5 per cent per annun 
(Subject to tax) ar.d shall H 
Payable to the registcic> 
holders only. f 

7. M/s Diamond Die** 
Manufacturing (oiporation 
Limited. Issue of 120,000 
equity shares of Rs If) each 
for cash at a premium of 
Rs 2.50 per share. 

8. M/s Sakthi Sugars Limi¬ 
ted. Issue of Rs 184.32 
lakhs worth of equity shares 
for cash ut par as rights to the 
existing shareholders. 

9. M/s Indoccanic Shipping 
Company Limited. Issue of 
Rs 109.98 lakhs worth of equity 
shares for cash at par as 
under; (a) Promoters, Direc¬ 
tors, friends Rs 19.98 lakhs, 
(b) Public Rs 90.00 lakhs. The% 
proceeds of the issue will bc\ 
utilised to meet the cost of 
acquisition of shipping vessels 
and also to finance the work¬ 
ing capital needs. 10. M/s 
Hoyle’s Paints Limited. Issue 
of rights equity shares worth 
Rs 5 lakhs for cash at par on 
pro-rata basis 

11 . M/s ITC Limited. Issue 
of secured non-convertible 
debentures worth Rs 5(K) 
lakhs for cash at par to the 
public through prospectus. 
The debentures arc being rais¬ 
ed to meet the working capital 
needs of the company and 
will carry interest iq 13.5% 
percent per annum. 12. M/s 
Sri Durga Cement Company 
Limited. Issue of equity shares 
ofRs 51.50 lakhs and prefe- i 
rence shares of Rs 3.50 lakhs e 
for cash at par. ] 

M/s Needle Roller Bearing ‘ 
Company Limited. Refused 
permission for issue of bonus 
shares of Rs 63 lakhs. 
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GWALIOR RAYONS 

Suppliers of: 

Plant 4 Machinery, Know-How, Technology, 
Management Expertise and other services 

FOR 


MAN MADE FIBRE INDUSTRY 

Viscose staple fibre. 

Hl-performance fibre- 
Filament yarn. 

Cellophane. 

HEAVY CHEMICALS 
Sulphuric acid and oleum, 
Caustic aoda/chlorme and 
hydrochloric acid. 

RAYON AND PAPER GRADE PULP 
Chippers and digester house, 

Brown stock washing and screening, 
Bleaching and drying, 

Chemical Preparation, lime kiln, 

Chlorine dioxide plant. 

INORGANIC CHEMICALS 
Potassium permanganate. 
Ferric chloride, 
Zinc chloride, 
Bleaching powder and alum. 

COTTON SPINNING AND TEXTILES 
MANMADE FIBRE SPINNING 

AND TEXTILES. 

ORGANIC CHEMICALS 
Carbon-bl-sulphide 
Chlorinated paraffin wax.' 
Chlorinated paraffins- 

WATER TREATMENT 
DEMINERALISATION 

EFFLUENT TREATMENT 

FERTILIZERS 
Single superphosphate. 

INDUSTRIAL MACHINERY AND EQUIPMENT 

Conveyors "'Blowers and Exhausters * Mixers and Dissolvers "'Filters 
^Evaporators "'Heat exchangers "'Rollers (Including Rubber lined) *Oryers 
"'Balers "’Valves ^Special Pumps ^Castings (In ferrous and nonferrous 
metal) "'F R P moulded and fabricated vessels and parts. 


EXPORT AWARDS 

1975- 76 EE.P.C. Award for outstanding export performance 
1676 I.M.C.A. Award for export of technology 

1976- 77 E.E.P.C. Award for outstanding export performance 
1979-80 E.E.P.C. Award for outstanding export performance 





THE GWALIOR RAYON SILK 

Engineering & Development Division 
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/ DRAWING & GRAPHICS 

IN COlUBORATION WITH 

Contamporaiy Art Gtlltiy 

ANMEOABAO 


AtuI invites Artists io participate in the 
AtuI National Exhibition of Art 1981, 

Entries will be accepted in Drawing 
and Graphics only. The screening of 
entries for awards and display at the 
Exhibition will be judged by a panel 
of eminent artists and art critics. 

AtuI is Indians giant manufacturer of 
Dyestuffs, Dye Intermediates and 

LAST DATE FOR ENTRIES 
EXHIBITION 


Chemicals. Apart from its diverse 
manufacturing activities, AtuI has 
always played a catalytic role in 
community and rural development. 

Last year AtuI brought photographic 
talent into the limelight when it 
sponsored Salon of Photography '80. 
This year AtuI continues the tradition 
with the National Exhibition of Art 

: 17th September 1981 
: 8th October 1981 at Ahmedabad 



For entry forms and other details.write to: 
THE 


ATUL® 


•AdfOrt-5328 


PRODUCTS LTD. 

India's giant chemical complex 

19, Hirabai Market. Ahmedabad 380022. 











